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I. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

Q. 
A. 

11. 

Q. 

A. 

INTRODUCTION AND QUALIFICATIONS. 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

I am testifying on behalf of the applicant, Utility Source, LLC (“USLLC” or the 

“Company”). USLLC is seeking changes in its rates and charges for water utility 

service in its certificated service area, which area is located in Yavapai County. 

HAVE YOU PREVIOUSLY SUBMITTED DIRECT AND REBUTTAL 

TESTIMONY IN THE INSTANT CASE? 

Yes, I have previously submitted direct and rebuttal testimony in support of the 

request for new rates in this docket. 

WHAT IS THE PURPOSE OF THIS REJOINDER TESTIMONY? 

To respond to the surrebuttal filings by Staff and RUCO relating to rate base, 

income statement and rate design for USLLC. In a second, separate volume of my 

rejoinder testimony, I will provide responses to Staff and RUCO on the cost of 

capital, the rate of return applied to the fair value rate base, and the determination 

of operating income. 

SUMMARY OF USLLC’S REJOINDER POSITION. 

WHAT ARE THE REVENUE INCREASES FOR THE WATER AND 

WASTEWATER DIVISIONS THAT THE COMPANY IS PROPOSING IN 

THIS REJOINDER TESTIMONY? 

For the water division, the Company proposes a total revenue requirement of 

$432,967, which constitutes an increase in revenue of $226,783, or 109.99 percent 

over adjusted test year revenues. For the wastewater division, the Company 
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Q* 

A. 

Q. 

A. 

proposes a total revenue requirement of $328,900 which constitutes an increase in 

revenues of $209,436 or 175.3 1 percent over adjusted test year revenues. 

HOW DO THESE COMPARE WITH THE COMPANY’S REBUTTAL 

FILING? 

The total revenue requirement and required rate increase is slightly less for the 

water division. This is because the Company has adopted RUCO’s recommended 

adjustment to water testing expense which results in about a $1,100 reduction to 

expenses. The total revenue requirement and required rate increase is the same for 

the wastewater division. The Company continues to recommend an 11 .O percent 

return on equity. Based on a capital structure consisting of 100 percent equity and 

0 percent debt, the Company recommends a weighted cost of capital and return on 

its fair value rate base (“FVRE3”) of 11.0 percent. I discuss the Company’s 

proposed return on equity, cost of debt, and capital structure in my separate 

rejoinder cost of capital testimony. 

WHAT ARE THE PROPOSED REVENUE REQUIREMENTS AND RATE 

INCREASES FOR THE COMPANY, STAFF, AND RUCO AT THIS STAGE 

OF THE PROCEEDING? 

For the water division, the proposed revenue requirements and proposed rate 

increases are as follows: 

Revenue Requirement Revenue Incr. ‘YO Increase 

Company Rebuttal $432,967 $226,783 109.99% 

Staff $4 12,100 $206,184 99.8 7 Yo 

RUCO $342,275 $136,09 1 66.00% 

Company Rejoinder $43 1,858 $225,674 109.45% 

For the wastewater division, the proposed revenue requirements and 
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proposed rate increases are as follows: 

Revenue Requirement Revenue Incr. YO Increase 

Company Rebuttal $328,900 $209,436 , 175.31% 

Staff $3 16,668 $197,204 165.07% 

RUCO $279,524 $160,060 133.98% 

Company Rejoinder $328,900 $209,436 175.31% 

111. RATE BASE 

Q9 

A. 

Q. 

A. 

A. Water Division Rate Base. 

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE 

BASE RECOMMENDATIONS FOR THE WATER DIVISION? 

Yes, for the water division the rate base proposed by the parties proposing a rate 

base in the case, the Company, Staff and RUCO, are as follows: 

OCRB FVRB 

Company Re butt a1 $1,575,194 $1,575,194 

Staff $1,604,879 $1,604,879 

RUCO $1,575,194 $1,575,194 

Company Rejoinder $1,575,194 $1,575,194 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ORIGINAL COST RATE BASE FOR THE WATER DIVISION? 

Yes. The Company’s rejoinder rate base adjustments to the water division’s 

OCRB are detailed on rejoinder schedules B-2, pages 3 through 6. Rejoinder 

Schedule B-2, page 1 and 2, summarize the Company’s proposed adjustments and 

the rejoinder OCRB. The Company is not proposing any changes or additional 

adjustments to the water division rate base. The Company’s rejoinder adjustments 

are the same as the Company’s rebuttal adjustments. 
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Q* 

A. 

Q. 

A. 

Q. 

A. 

1. Remaining Issues in Dispute. 

a. Accumulated Depreciation (A/D). 

PLEASE DISCUSS THE DISAGREEMENT BETWEEN STAFF AND THE 

COMPANY REGARDING THE ACCUMULATED DEPRECIATION 

BALANCE? 

The Company proposes an A/D balance of $716,486’ while Staff proposes an A/D 

balance of $667,13 12; a difference of $49,355. 

DID STAFF EXPLAIN WHY ITS ACCUMULATED DERPECIATION 

EXPENSE WAS LOWER? 

 NO.^ Since Staff did not explain why its A/D balance was lower, I reviewed the 

Staff work papers and have found that the $49,354 difference represents an 

additional year of depreciation related to Deep Well #4. In other words, Staff 

removes an additional year of depreciation for Deep Well #4. 

DIDN’T THE COMPANY REMOVE ALL ACCUMULATED 

DEPRECIATION ON DEEP WELL #4 THROUGH THE END OF 2012 IN 

ITS DIRECT FILING? 

Yes.4 There is no reason that I can find for the removal of an additional full year 

of depreciation. Accordingly, The Commission should reject the Staff 

recommended A/D balance. 

’ See USLLC Rejoinder Water Division Schedule B-2, page 2. 
See Staff Surrebuttal Water Division Schedule JLK-W3. 
See Surrebuttal Testimony of Jorn L. Keller (“Keller Sb.”) at 5. 
See USLLC Direct Water Division Schedule B-2, page 4.1. 
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A. 

Q. 

A. 

Q. 

A. 

b. Accumulated Amortization on Contributions-in-aid of 

Construction (CIAC). 

PLEASE DISCUSS THE DISAGREEMENT BETWEEN STAFF AND THE 

COMPANY REGARDING THE ACCUMULATED AMORTIZATION 

BALANCE? 

The Company proposes an Accumulated Amortization (“A.A.”) balance of 

$95,6705 while Staff proposes an A/D balance of $76.0016; a difference of 

$19,669. As I explained in my rebuttal testimony, the Company’s proposed A.A. 

balance was reconstructed according the typical and customary method used by 

both Staff and myself in the past.7 In the instant case, Staff has inexplicably 

changed its past practice of using the composite depreciation rate for each year for 

computing amortization and instead uses the prior test year composite depreciation 

rate. 

HAS STAFF EXPLAINED WHY IT IS USING AN AMORTIZATION 

METHOD INCONSISTENT WITH ITS PAST PRACTICES? 

No. 

HAS STAFF USED A DIFFERENT METHOD FOR COMPUTING 

ACCUMULATED AMORTIZATION FOR THE WASTEWATER 

DIVISION? 

Yes. Staff accepted the Company’s direct proposed A.A. balance for the 

wastewater division which was based upon the same method the Company used for 

its water division. So, the method used by Staff for re-computing the A.A. balance 

for the water division is inconsistent with the method used for the wastewater 

’ See USLLC Rejoinder Water Division Schedule B-2, page 2.  

’ See Rebuttal Testimony of Thomas J. Bourassa (“Bourassa Rb.”) at 7. 
See Staff Surrebuttal Water Division Schedule JLK-W6. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

division. 

ARE THERE ANY REMAINING WATER DIVISION RATE BASE ISSUES 

BETWEEN THE PARTIES? 

No. 

B. Wastewater Division Rate Base. 

WOULD YOU PLEASE IDENTIFY THE PARTIES’ RESPECTIVE RATE 

BASE RECOMMENDATIONS FOR THE WATER DIVISION? 

Yes, for the water division the rate bases proposed by the parties in the case, the 

Company, Staff and RUCO, are as follows: 

OCRB FVRB 

Company Re butt a1 $825,856 $825,856 

Staff $825,880 $825,880 

RUCO $825,856 $825,856 

Company Rejoinder $825,856 $825,856 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ORIGINAL COST RATE BASE FOR THE WASTEWATER DIVISION? 

The Company’s rejoinder rate base adjustments to the wastewater division’s OCRB 

are detailed on rejoinder schedules B-2, pages 3 through 6. Rejoinder Schedule B- 

2, page 1 and 2, summarize the Company’s proposed adjustments and the rejoinder 

OCRB. The Company is not proposing any changes or additional adjustments to 

the wastewater division rate base. The Company’s rejoinder adjustments are the 

same as the Company’s rebuttal adjustments. 

1. Remaining; Issues in Dispute. 

a. Accumulated Depreciation (A/D). 

PLEASE DISCUSS THE DISAGREEMENT BETWEEN STAFF AND THE 

COMPANY REGARDING THE ACCUMULATED DEPRECIATION 
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A. 

Q* 
A. 

Q. 

A. 

BALANCE? 

The Company proposes an A/D balance of $455,092* while Staff proposes an A/D 
balance of $455,0649; a difference of $28. 

WHAT IS THE CAUSE OF TH DIFFERENCE? 

The Company agreed with Staffs reclassification of $421 from account 390 - 

Office Furniture and Equipment to account 390.1 - Computers and Software.’o 

These two accounts have depreciation rates of 6.67 percent and 20 percent, 

respectively. However, Staff did not adjust its A D  balance to reflect the change to 

the account balances. Accordingly, The Commission should reject the Staff 

recommended A/D balance. 

b. Accumulated Amortization of Contributions in Aid of 

Construction (CIAC). 

PLEASE DISCUSS THE DISAGREEMENT BETWEEN STAFF AND THE 

COMPANY REGARDING THE ACCUMULATED AMORTIZATION 

BALANCE? 

The Company proposes an Accumulated Amortization (“A.A.”) balance of 

$86,715” while Staff proposes an A/D balance of $86,71 112; a difference of $4. 

This difference is the result of the change to the amortization rate for 2012 

stemming from the reclassification of plant as described above. , Staff did not 

adjust its A.A. balance to reflect the change to plant and the amortization rate. 

Accordingly, The Commission should reject the Staff recommended A.A. balance. 

See USLLC Rejoinder Wastewater Division Schedule B-2, page 2. 
See Staff Surrebuttal Wastewater Division Schedule JLK-WW3. 

See USLLC Rejoinder Schedule B-2, page 2. 
l o  See Bourassa Rb. at 8 and Staff Surrebuttal Wastewater Division Schedule JLK-WW4. 

’* See Staff Surrebuttal Schedule JLK-W6. 
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Q. 

A. 

IV. 

Q. 

A. 

Q. 

A. 

ARE THERE ANY REMAINING WASTEWATER DIVISION RATE BASE 

ISSUES BETWEEN THE PARTIES? 

No. 

INCOME STATEMENT. 

A. 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ADJUSTMENTS TO REVENUES AND EXPENSES FOR THE WATER 

DIVISION AND IDENTIFY ANY ADJUSTMENTS YOU HAVE 

ACCEPTED FROM STAFF AND/OR RUCO? 

Water Division Revenue and Expenses. 

The Company rejoinder adjustments for the water division are detailed on 

Rejoinder Schedule C-2, pages 1- 12. The rejoinder income statement with 

adjustments is summarized on Rejoinder Schedule C-1, page 1-2. The Company 

is proposing one change to expenses described below. There are no other changes 

or additional adjustments to the wastewater division revenues and/or expenses. 

The Company’s rejoinder adjustments to revenues and/or expenses other than the 

one change are the same as the Company’s rebuttal adjustments. 

1. Water Testing Expense 

PLEASE DISCUSS THE COMPANY PROPOSED CHANGE TO WATER 

TESTING EXPENSE. 

As reflected in rejoinder adjustment number 5, the Company is adopting RUCO’s 

proposed water testing expense of $374.13 As explained by RUCO, the Company’s 

miscellaneous expense already includes the MAP testing cost totaling $1 ,096.14 

The MAP testing expense plus the $374 recommendation total $1,470 which 

l 3  See Surrebuttal Testtimony of Jeffery M. Michlik (“Michlik Sb.”) at 6 .  
14 ~ d .  
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Q. 

A. 

Q. 

A. 

matches the Staff recommendation as set forth in Mr. Thompson’s direct testimony 

(Table C). 

2. Remaining Issues In Dispute. 

a. Rate Case Expense 

PLEASE DISCUSS THE DIFFERENCES IN RATE CASE EXPENSE 

BETWEEN THE PARTIES. 

All of the parties are in agreement on the total level of rate case expense for the 

water division of $50,000. The Company and Staff agree on a 3-year amortization 

period and a normalized annual expense of $16,667.15 RUCO on the other hand 

excludes rate case expense from operating expenses and proposes a surcharge of 

$16,667 based upon a 3-year recovery period. l 6  

IS A SURCHARGE RECOVERY APPROACH WARRANTED IN THIS 

CASE? 

No, for at least two reasons. First, the use of a surcharge recovery approach is 

rarely used. The problem with a surcharge recovery approach is that the Company 

will incur regulatory expense (compliance filings, etc.) between rate cases which 

are not reflected in the test year expenses. A normalized expense amount also 

makes more sense as it treats rate case expense like other expenses. Expenses in the 

fbture may be higher (or lower) than the adjusted test year level and the actual 

earnings which be lower (or higher) than the authorized level. Second, the 

Company has agreed to file for another rate case and the Company now agrees with 

Staff that the timing of another rate case should correspond to the amortization 

period. l 7  

Bourassa Rb. at 14. 
l 6  Michlik Sb. at 18. 
l7 Keller Sb. at 7. 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

b. Income Tax Expense 

PLEASE DISCUSS THE DIFFERENCE IN THE PROPOSED INCOME 

TAXES BETWEEN THE PARTIES. 

The Company and Staff propose recovery of income taxes whereas RUCO does 

not.’* Based upon current Commission policy, RUCO’s position should be 

rejected. 

B. 

WOULD YOU PLEASE DISCUSS THE COMPANY’S PROPOSED 

ADJUSTMENTS TO REVENUES AND EXPENSES FOR THE 

WASTEWATER DIVISION AND IDENTIFY ANY ADJUSTMENTS YOU 

HAVE ACCEPTED FROM STAFF AND/OR RUCO? 

The Company rejoinder adjustments for the wastewater division are detailed on 

Rejoinder Schedule C-2, pages 1 - 12. The rejoinder income statement with 

adjustments is summarized on Rejoinder Schedule C-1, page 1-2. The Company 

is not proposing any changes or additional adjustments to the wastewater division 

revenues and/or expenses. The Company’s rejoinder adjustments to revenues 

and/or expenses are the same as the Company’s rebuttal adjustments. 

Wastewater Division Revenue and Expenses. 

1. Remaining: Issues In Dispute. 

a. Rate Case Expense 

PLEASE DISCUSS THE DIFFERENCES IN RATE CASE EXPENSE 

BETWEEN THE PARTIES. 

All of the parties are in agreement on the total level of rate case expense for the 

water division of $50,000. The Company and Staff agree on a 3-year amortization 

period and a normalized annual expense of $16,667.19 RUCO on the other hand 

See Surrebuttal Testtimony of Jeffery M. Michlik (“Michlik Sb.”) at 8. 
l 9  Bourassa Rb. at 14. 
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Q. 

A. 

V. 

Q. 

A. 

excludes rate case expense from operating expenses and proposes a surcharge of 

$16,667 based upon a 3-year recovery period.*O I have previously discussed (at 

page 9) why a 3-year amortization is appropriate in the instant case and will not 

repeat that testimony here. 

b. Income Tax Expense 

PLEASE DISCUSS THE DIFFERENCE IN THE PROPOSED INCOME 

TAXES BETWEEN THE PARTIES. 

The Company and Staff propose recovery of income taxes whereas RUCO does 

not.21 Based upon current Commission policy, RUCO’s position should be 

rejected. 

RATE DESIGN (H SCHEDULES). 

A. Water Division. 

WHAT ARE THE COMPANY’S PROPOSED RATES FOR WATER 

SERVICE? 

The Company’s proposed rates are: 

MONTHLY SERVICE CHARGES 

518” x 314” Meter 

314” Meter 

1 ” Meter 

1 1/2” Meter 

2” Meter 

3” Meter 

4” Meter 

$ 40.61 

$ 40.61 

$ 100.52 

$203.04 

$324.86 

$649.72 

$1 ,O 15.19 

*’ Michlik Sb. at 18. 
21 See Surrebuttal Testtimony of Jeffery M. Michlik (“Michlik Sb.”) at 8. 
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6” Meter $2,030.3 8 

Gallons in minimum 

COMMODITY RATES 

5/8”X3/4” -Res. & Corn 

3/4” - Res. & Corn. 

1” Meter - Res. & Corn. 

1 54” Meter - Res. & Corn. 

2” Meter- Res. & Corn. 

3” Meter- Res. & Corn. 

4” Meter- Res. & Corn. 

6” Meter- Res. & Corn. 

Irrigation Meters 

Standpipe/Bulk Water 

Construction Meters 

1 to 4,000 

4,001 to 9,000 

Over 9,000 

1 to 4,000 

4,001 to 9,000 

Over 9,OO 0 

1 to 27,000 

Over 27,000 

1 to 57,000 

Over 5 7,000 

1 to 94,000 

Over 94,000 

1 to 195,000 

Over 195,000 

1 to 309,000 

Over 309,000 

1 to 615,000 

Over 6 15,000 

All gallons 

All gallons 

All gallons 

0 

$ 8.20 

$15.70 

$2 1.70 

$ 8.20 

$15.70 

$2 1.70 

$15.70 

$2 1.70 

$15.70 

$2 1.70 

$15.25 

$2 1.70 

$15.25 

$2 1.70 

$15.70 

$2 1.70 

$15.25 

$2 1.70 

$15.70 

$2 1.70 

$2 1.70 
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Q. 

A. 

Q. 

A. 

Q. 

A. 

WHAT WILL BE THE 5/8X3/4 INCH RESIDENTIAL CUSTOMER 

AVERAGE MONTHLY BILL UNDER THE NEW RATES? 

As shown on Schedule H-2, page 1, the average monthly bill under proposed rates 

for a 3/4 inch residential customer using an average 4,123 gallons is $75.33 - a 

$36.76 increase over the present monthly bill or a 95.27 percent increase. 

HAVE YOU MADE ANY CHANGES TO THE RATE DESIGN FROM THE 

REBUTTAL FILING? 

No. 

PLEASE COMMENT ON THE PROPOSED WATER RATE DESIGN OF 

STAFF. 

The Company continues to be concerned with the Staff rate design. The Staff rate 

design will lead to greater amounts of revenue erosion when conservation occurs as 

compared to the Company’s rate design. One reason for this higher revenue 

instability is that a greater portion of the revenue requirement is recovered via the 

commodity rates under the Staff rate design than the Company rate design. Under 

the Staffs design less than 37 percent of the revenue requirement is recovered 

from the monthly minimums whereas under the Company’s rate design about 40 

percent of the revenues are recovered from the monthly minimums. Another 

reason for the greater revenue stability is that under the Staff rate design more 

revenues are recovered from the higher commodity rates. About 47 percent of the 

revenue requirement is recovered fiom the two highest commodity rates under the 

Staff rate design while about 38 percent of the revenue requirement is recovered 

from the two highest commodity rates. When conservation occurs, the commodity 

revenues will decrease to a greater extent under the Staff rate design as compared 

to the Company rate design. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Q. 

A. 

Q. 

A. 

Q. 

A. 

Q. 

A. 

DO 0 rE SI AR RE 7ENl E STABILITJ CONCERNS WITH 

RUCO’S PROPOSED RATE DESIGN? 

Yes, RUCO’s rate design recovers about 36 percent of revenues from the monthly 

minimums, which is significantly lower than the Company’s recovery at about 40 

percent. Further, like the Staff rate design, a greater portion of the revenue 

requirement is recovered from the highest cost commodity rates. RUCO’s rate 

design recovers about 40 percent of revenues from the two highest commodity 

rates. 

1. Other Tariff Changes. 

IS THERE ANY DISAGREEMENT BETWEEN THE COMPANY AND 

STAFF ON THE COMPANY’S PROPOSED METER AND SERVICE LINE 

INSTALLATION CHARGES? 

No, the Company and Staff are in agreement. 

IS THERE ANY DISAGREEMENT BETWEEN THE COMPANY AND 

STAFF ON THE COMPANY’S PROPOSED MISCELLANEOUS 

CHARGES? 

No. 

B. Wastewater Division. 

WHAT ARE THE COMPANY’S 

WASTEWATER SERVICE? 

The Company’s proposed rates are: 

’HLY CHARGE 

5/8” x 3/4” Meter 

3 /4” Meter 

1 ” Meter 

1 1/2” Meter 

14 

MON 

PROPOSED RATES FOR 

$ 53.00 

$ 53.00 

$132.50 

$265.00 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

Q. 

A. 

Q. 
A. 

Q. 

2” Meter 

3” Meter 

4” Meter 

6” Meter 

Rate per 1,000 gallons of water use: 

Residential 

Car washes, laundromats, commercial, manufacturing 

Hotels and motels 

Restaurants 

Industrial Laundries 

Waste Haulers 

Restaurant Grease 

Treatment Plant Sludge 

Mud Slump Waste 

$424.00 

$848.00 

$1,325.00 

$2,650.00 

$ 5.31 

$ 5.20 

$ 6.97 

$ 8.61 

$ 7.63 

$155.79 

$136.32 

$155.79 

$486.85 

WHAT WILL BE THE 3/4 INCH RESIDENTIAL CUSTOMER AVERAGE 

MONTHLY BILL UNDER THE NEW RATES? 

As shown on Schedule H-2, page 1, the average monthly bill under proposed rates 

for a 3/4 inch residential customer using an average 4,123 gallons is $74.91 - a 

$50.83 increase over the present monthly bill or a 2 1 1.13% increase. 

HAVE YOU MADE ANY CHANGES TO THE RATE DESIGN? 

No. 

PLEASE COMMENT ON THE PROPOSED WASTEWATER RATE 

DESIGN OF STAFF AND RUCO. 
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1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

A. 

Q. 
A. 

Staff continues to propose a wastewater rate design that does not include a usage 

charge for residential customers. The Company disagrees with the Staff rate 

design because it does not distinguish between those customers who place more 

demands on the wastewater system because they use more water and/or because 

their wastewater is more costly to treat. 

RUCO continues to propose a wastewater rate design that does not include 

any monthly minimums. All of the wastewater revenues are recovered via usage 

charges. The Company disagrees with the RUCO rate design because it leads to 

higher revenue instability and can lead to wide fluctuations in monthly revenues 

(seasonality). 

The Company also disagrees with the proposal to phase-in rates because the 

need for the rates as proposed has been established. Further, the Company needs 

the revenue at this time and delay will have adverse impacts on the Company. 

DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY? 

Yes. 
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Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Exhibit 
Rejoinder Schedule A-I 
Page 1 
Witness: Bourassa 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

$ 1,575,194 Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

(5,009) 

-0.32% 

Required Operating Income $ 173.271 

Required Rate of Return 

Operating Income Deficiency 

1 1 .OO% 

$ 178,280 

Gross Revenue Conversion Factor 1.2658 

Increase in Gross Revenue 
Requirement $ 225,674 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

206,184 
225,674 
431,858 
109.45% 

Present Proposed Customer 
Classification 
314 Inch Residential 
314 Inch Commercial 
2 Inch Commercial 
2 Inch Irrigation 

Dollar Percent 
Increase Increase 

167,038 104.86% 
489 152.01% 

51,550 135.23% 
2,122 119.50% 

- Rates - Rates 
$ 159,301 $ 326,338 $ 

322 810 
38,120 89,670 

1,776 3,898 

BulWConstruction 3,482 7,323 3,841 110.29% 

Revenue Annualization 
Subtotal 

328 632 304 92.85% 
$ 203,328 $ 428,672 $ 225,343 110.83% 

Other Water Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

3,441 3,441 0.00% 
(585) (255) 330 -56.41% 

1 0.00% 
$ 206,184 $ 431,858 $ 225,674 109.45% 

SUPPORTING SCHEDULES: 
B-1 
c-I 
c-3 
H-I 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

49 
50 
51 
52 

a 

18 

28 

48 

Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Summary of Rate Base 

Exhibit 
Rejoinder Schedule B-I 
Page 1 
Witness: Bourassa 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Original Cost 
Rate base 

Fair Value 
Rate Base 

$ 2,496,640 
716,486 

$ 2,496,640 
716.486 

Net Utility Plant in Service $ I ,780, I 54 

Less: 
Advances in Aid of Construction 

Contributions in Aid of Construction 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Deferred Income Taxes L? Credits 

plus: 
Unamortized Finance 

Prepayments 
Materials and Supplies 
Allowance for Working Capital 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
8-2 
6-3 
8-5 
E-I 

294,745 

(95,670) 

5,885 

294,745 

(95,670) 

5,885 

$ 1,575,194 $ 1,575,194 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 

Exhibit 
Rejoinder Schedule 8-2 
Page 1 
Witness: Bourassa 

Rejoinder 
Adjusted 

at end 
Proforma of 

Adiustment Test Year 

Adjusted 
at end 

of 
Test Year 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

18 

38 

Gross Utility 
Plant in Service $ 2,496,640 $ 2,496,640 

Less: 
Accumulated 
Depreciation 726,406 (9,919) 716,486 

Net Utility Plant 
in Service $ 1,770,234 

Less: 
Advances in Aid of 

Construction 

Contributions in Aid of 
Construction - Gross 294,745 294,745 

Accumulated Amortization of ClAC 1,267 (95,670) 

Customer Meter Deposits 
Accumulated Deferred Income Tax 

5,885 0 5,885 

Plus: 
Unamortized Finance 

Prepayments 
Materials and Supplies 
Working capital 

Charges 

Total $ 1,566,542 $ 1,575,194 

SUPPORTING SCHEDULES: 
B-2, pages 2 
E-I 

RECAP SCHEDULES: 
B-1 



Line 
No - 
1 Gross Utility 
2 Plant in Service 
3 
4 Less: 
5 Accumulated 
6 Depreoation 
7 
8 
9 Net Utility Plant 
10 inservice 
11 
12 Less: 
13 Advances in Aid of 
14 Cmstrucbon 
15 
16 Contributons in Aid of 
17 Cmstruchon (CIAC) 
18 
19 Accumulated Prnort of CIAC 
20 
21 Customer Meter Depasits 
22 Accumulated Deferred Inwme Taxes 
23 
24 
25 Plus: 
26 Unamortlzed Finance 
27 Charges 
28 Prepayments 
29 Materlals and Supplies 
30 
31 
32 Total 
33 
34 
35 

Allowance for Cash Workng Capital 

Utility Source. L E  -Water Didsion 
Test Year Ended Daember 31,2312 

Original Cost Rate Base Proforma Adjustments 

Proforma Adiustments 
Adjusted 1 2 3 4 

at end Customer 
Of Plant-in- Accumulated Sewrlty 

Test Year DeDreoation (J& 

$ 2,496,640 

Exhibit 
Rejoinder Schedule 8-2 
Page 2 
Witness Bourassa 

Rejoinder 
5 Adjusted 

IntenConally at end 
Left of 
&& Test Year 

$ 2,496,640 

726,406 (9,919) 716,486 

$ 1,770,234 $ - $ 9,919 $ - $  - $  - $ 1,780,154 

294,745 

(96,938) 

5,885 

1,267 

294,745 

(95.670) 

5,885 

$ 1,566,542 $ - $ 9,919 $ (1,267) $ - $ - $ 1,575,194 

36 SUPPORTING SCHEDULES: 
37 6-2. pages 3-5 
38 E- I  
39 
40 

RECAP SCHEDULES 
6-1 



Line 
- No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Acct 
& 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
311 
320 

320 1 
320 2 
330 

330 1 
330 i 
331 
333 
334 
335 
336 
339 
340 

340 1 
341 
342 
343 
344 
345 
346 
347 
348 

Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Sumy Mains 
Power Generation Equipment 
Electnc Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist Reservoirs &Standpipe 
Storage tanks 
Pressure Tanks 
Trans and Dist Mains 
Sewices 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc Equip. 
Office Furniture and Fixtures 
Computers and Soflware 
Transprtation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Plant Held for Future Use 

TOTALS 

Plant-in-Service per Books 

Increase (decrease) in Plant-idervice 

Adjustment to Plant-in-Service 

SUPPORTING SCHEDULES 
8-2. pages 3 1 

Utility Source. LLC -Water Division 
Test Year Ended December 31, 2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 1 

Plant-in-Service 

A - B 

Adjusted Adjustments Intentionally 
Original to Reconcile Plant Left 

CQSl RMk 

210,000 
72.997 

1,353,539 

89,125 
158,711 

5,487 

Exhibit 
Rejoinder Schedule B-2 
Page 3 
Witness Bourassa 

Adiustments 
- C - D - E 

Rejoinder 
Intentionally Intentionally Intentionally Adjusted 

Len Len Len Original 
m w RMk QsI 

210,000 
72,997 

1,353,539 

89,125 
158,711 

5,487 

321,452 321,452 

161,632 
86.250 

34,500 

161,632 
86,250 

34,500 

2.947 2,947 

- 5 2,496,640 

5 2,496,640 

5 

$ 

$ 2.496.640 5 - s  - $  - $  - 5  



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 
41 
42 
43 
44 
45 

3a 

Utility Source. LLC - W a t e r  Div is ion 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 1 - A  

Exhibit 
Rejoinder Schedule B- 
Page 3.1 
Witness: Bourassa 

Reconciliation to Reconstructed Plant-in-Service 

Acct. 
- No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 
320.1 
320.2 
330 
330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 
340.1 
341 
342 
343 
344 
345 
346 
347 
348 

DescriDtion 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Disl. ReSeNOirs & Standpipe 
Storage tanks 
Pressure Tanks 
Trans. and Dist. Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc. Equip. 
Office Furniture and Fixtures 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Plant Held for Future Use 

TOTALS 

SUPPORTING SCHEDULE 
8-2. pages 3.2 - 3.8 

Recorded 
Orginal 
- cost 

21 0,000 
81.748 

2,831,962 

89.125 
158,711 
5.487 

321,452 

161,632 
86.250 

34.500 

4.872 

Removed Adjusted 
Deep Well #4 Original 

costs - cost  - 

210,000 
(8,751) 72,997 

(1,478,423) 1,353,539 

(1,725) 87,400 
158,711 
5.487 

321,452 

161,632 
86,250 

34.500 

4,672 

Plant 
Per 

ReconstNction Difference 

210.000 
72,997 

1,353,539 

87,400 
158.711 
5.487 

321,452 

161,832 
86,250 

34,500 

4,672 

$ 3,985,539 5 (1.488.899) 5 2,496.640 5 2,496,640 5 - 



Utlllly Source. LLC .Wale, Dlvlslon 
Plan1 Addlbona snd Rebremenk 

Allowed NARUC 
Llna Account 
No No PBSUIDQO. 

Per Dsciaon 70140 
Acwm 

1 
2 
3 
4 
5 
6 
7 
6 
9 
10 
7 1  

12  
13 

14 

15 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 

0 W% 
0 00% 
0 00% 
3 33% 
2 50% 
2 50% 
3 33% 
6 67% 
2 w +  
5 00% 

1253% 
3 33% 
3 33% 

20 W% 
2 22% 
2 22% 
5 W% 
2% 
3 33% 
8 33% 
2 00% 
6 67% 
6 67% 
6 67% 

20 W% 
20 M% 
4 00% 
5 00% 

1003% 
5 03% 

tow% 
l o w %  
l o w %  

301 
3M 
303 
304 
305 
306 
307 
308 
309 
310 
311 

320 
320 1 
320 2 
330 

330 1 
330 2 
331 
333 
334 
335 
336 
339 
340 

340 1 
341 
342 
343 
344 
345 
346 
347 
348 

Organllabon Col t  
Franchise Cod 
Land and Land Righk 
smmres a improvemam 
coilecbng a impundlng R~~~~~~ 

weiisa spnWs 
Lake Rivsr Canaltn’mbs 

lnflltration Galbnes 
Raw Water Supply Marm 
Power GeneraQon Equipment 
Pumping Equipmsni 
Water Treabnent Equipment 

Water Treatment Plans 
Solubon Chemical Feeders 

Dlstnbubon Reservoirs d Standpips 
Sforage Tanks 
Prenwre Tanks 

Transmsuon d DirPibution Mains 
SeWlWS 

Meters 
Hydrank 
BackTlRow PmVenQOn Devtwb 
Oher Plant 6 Mi% Equipmsnt 
ORlcr, Furnidlrs 6 Equipment 

Transportahon Equipment 
Stores Equipmad 
Tools Shop 6 Garage Equipment 
Labomlory Equipmanl 
Powsr Oprabsd Equipment 
CDmmUniaQ~n Equipment 
M16~ellaneo~s Equipment 
m e r  rangrbie Plant 
Plant Held lor Fublre Use 

cornputam & soRware 

36 TOTALS 

2 1 0 . m  
72337 

2.071.821 

a 7 . m  
158711 

5.467 

321,452 

147.200 
88.250 

34.500 

Dsprsc At 

Lza!?m 

3.646 

103,487 

6,555 
29.758 

274 

10,704 

4.416 
4.308 

1,035 

L 3.195.818 1M.185 

2W6 
Plant Adpslsd Plant Adpslsd 

Addlbons Plant Plant Rebremenb Plant Salvage Depreuabon 
epLBppM [PerBorrkoi Retiremanls &pJ& 

2,431 

68.992 

4.370 
19.839 

183 

7.136 

2,944 
2.872 

890 

Plant 

Rak!Le 

210,OW 
72.997 

2.071.821 

87.4W 
158,711 

5.487 

321,452 

147.2W 
86.250 

34.500 

AGwm 

r&e.EL 

6.077 

172.475 

10.825 
49.507 

457 

17Wt  

7,360 
7.160 

1,725 

- 109.456 3.195.818 273.841 



Utllltysourcq LLC -Wale, Dl~lslon 
Plant Additions and Rebrementa 

Exhibit 
Repmder Schedule 8-2 
Page 3 3 
wmara BOYrsMa 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 

12 
3 

1 1  

15 

16 
t i  
16 
18 
20 
21 
22 
23 
24 
25 
26 
27 
28 
28 
30 
31 
32 
33 
34 
35 

N A R K  I E DaacnDppn 

36 TOTALS 

301 
302 
303 
304 
3D5 
306 
307 
308 
303 
310 
311 
320 

320 1 

320 2 
330 

330 1 

330 2 
331 
333 
334 
335 
336 
338 
340 

340 1 
341 
342 
343 
344 
345 
346 
347 
346 

OrgancZsbon Cob1 
Franchiso Cosf 
LandandLsndRighta 
srmctums a impr~vsmenta 
coiiecbng a impound~ng R~SSNOKS 

Lame River Csnallnbkes 
WBIIE.~ spnnga 
Inflltmflon Gallem$ 
Raw Water Supply Mains 
Power Gensraaon Equipment 
Pumping Equipmenf 
Water Tieabnenf Equipment 

Water Tr~at-nt Piants 
SolLAon Chemlel Feeders 

Distribulon Reservoirs 6 Standpipes 
Storage Tanks 
Piassure Tanks 

Transmisson 6 DIsPibMOn Mains 
SeNlcen 
MstsrJ 
Hydrants 
Bacldlow Prevanban Device8 
m e r  Plant 6 MI% Equipment 
mu, Furnidlrs 8 Equipment 
compufen 6 sofbara 
Transportabon Equcpmenl 
Stores Equipment 
Tools Shop 6 Garage Equipment 
Laboratory Equipment 
Power Oprated Equipmsnt 
Communicsbon Eqwpmant 
M8sceikneOUs Equipment 
m e r  Tangible Plant 
Plsnt Held lor Fubrre use 

Plant Adpsled Plant A d p a d  
Depmc AddlOon6 Plant Plant Rsbmments Plant Sslwge Dapreasbon 

0 W% 
0 W% 
O W  
3 33% 
2 50% 
2 50% 
3 33% 
6 67% 
2 00% 
5 W% 

12 53% 
3 33% 
3 33% 

20 W% 
2 22% 
2 22% 
5 00% 
2 W% 
3 33% 
6 33% 
2 00% 
6 67% 
667% 
6 67% 

20 W% 
20 W% 
4 W% 
5cm% 

tOW% 
5 W% 

1OW% 
l O M %  
low% 

2,431 

66.982 

4.370 
18839 

163 

7.136 

2,844 
2,672 

690 

Plant 

R&W9 

2 1 0 . m  
72 987 

2.071.821 

67.400 
158.711 

5.467 

321.452 

147.200 
86.250 

3 4 . m  

ACUlm 

€!sRss 

8.W 

241.471 

15295 
69 436 

640 

24,877 

10.304 
10.052 

2.415 



NARUC 
Line Account 
No No PBcc11LWn 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

301 
302 
303 
304 
305 
306 
307 
308 
3w 
310 
31 1 
320 

320 1 
320 2 
330 

330 1 
330 2 
331 
333 
334 
335 
336 
339 
340 

340 1 
341 
342 
343 
344 
345 
346 
347 
346 

Organi2aDon Cost 
Franchise Cost 
Land and Land Rights 
sbudures a improvements 
coilecbng a impund~ng ~ e r e r v o m  
Lake River Canallntabs 
Walls h Spncgs 
lnfilbabon Galleries 
RawWafer Supply Mains 
Power GeneraDon Equipment 
Pumping Equipment 
Watar Treamnt  Equipment 

Water TrsaVnant Plants 
Soldon Chsmiol Feeder8 

Otstnbuhon Reoe~oi ro  h Standpips 
Storage Tanb 
Pressure Tanks 

Trannmioson h D~nb~bubon M i n 6  

SsNlces 
Memrs 
Hydrants 
Bacldlow Prsvenbon Devices 
oms, piant 6 M~SC ~qwp-nt 
Office Furniblra h Eqvipnanl 
Cornputen h Soflwanl 
Tranrprlabon Equipment 
Stores Equipment 
Tools Shop Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communlcalon Equlpmenf 
Mcwellaneour Equipment 
Other Tangible Plant 
Plant Heldtor Future Use 

36 TOTALS 

2ms 
Alloxsd Plant Adwted Plant Adusled I 

0 00% 
O w M  
002% 
3 33% 
2 50% 
2 50% 
3 33% 
6 67% 
2 00% 
5 w M  

1250% 
3 33% 
3 33% 

20 rn% 
2 22% 
2 22% 
5 w M  
2 w M  
3 33% 
8 33% 
2 00% 
8 67% 
6 67% 
6 67% 

20 00% 
20 rn% 
4 00% 
5 00% 

l o w %  
5 W% 

1000% 
l o w %  
,OW% 

8,251 

1,725 

2,552 

6.251 

1.725 

2.552 

2.535 

66,992 

4,413 
(9,839 

183 

7.136 

2,944 
2.872 

690 

85 

Plant 

&!.%!EQ 

210,000 
79.248 

2.071.821 

69.125 
158.711 

5.487 

321.452 

147.200 
86,250 

34,500 

2,552 

A m m  
QQRmL 

11.043 

310.462 

19,708 
89.275 

822 

32,113 

13248 
12.925 

3,105 

85 

10,526 10528 1CB.669 3,206,346 492786 



Utility Source. LLC -Wale, Dlvlslon 
Plant Addlbms and Rebrements 

NARUC 
.#ne Account 
No No pesmDbon 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

301 
302 
303 
304 
305 
306 
307 
308 
3w 
310 
31 1 
320 
320 1 
320 2 
330 
350 1 
330 2 
331 
333 
334 
335 
336 
339 
340 
340 1 
341 
342 
343 
344 
345 
346 
347 
346 

Organilabon Cost 
Franchise Con 
Land and Land Rights 
shudurer a improvemsnts 
cotiecbng a impourmlng RWWWI 

weiisa springs 
Lake River Canallnbkes 

lnflllmllon Gsllenss 
Raw Water Supply Mains 
Power Generabon Equipment 
Pumping Equipment 
Water Treabnent Equipment 

Watsr Treabnent Planfa 
Solubon Chemical Feeders 

Storage Tsnb 
Pressure Tanks 

Dllnbubon Reservoirs h Standplpa 

T ~ B M ~ ~ s ~ ~ ~  a ~ ~ ~ k ~ ~ ~ n  M D , ~ C  

SWWa)b 

wlnm 
Hydrants 
BacMow Prewnoon Devicsr 
Omar Plant 6 MIS Equipment 
omca F U ~ ~ U I , ~  a E ~ ~ ~ ~ - ~ I  
compute- a s o h r e  
TranspornDon Equipment 
Stores Equipmen1 

Laboratory Equipment 
Power Opratsd Eqwpment 
Communicalon Equipment 
Miscellaneous Equipment 
Omer Tangible Plant 
Plant Held for Future Use 

TOOIS shop a ~ ~ u l p m s n t  

36 TOTALS 

LWI 

Allowsd Plant Adusled Plant Adwstad 
Dsprec AddiOms 7- 

333% 753141 
6 67% 
2 W% 
5 00% 
12 M% 
3 33% 
3 33% 
20 W% 
2 22% 
2 22% 
5 w M  
2 00% 
3 33% 
6 33% 
2 w M  
6 67% 
6 67% 
6 67% 
20 W% 
20 W% 
4 00% 
5 00% 

low% 
5 W% 

low% 
low% 
10 02% 

Plant Plant Rearemenis Rsbremanl Plant 
4 w Q Q Q t 2 & i d m € e 9 L % 9 M ~ ~  

753 141 

2.639 

61.531 

4.456 
19638 

183 

7.136 

2,944 
2.872 

680 

170 

Plant 

?Aal&?9 

210000 
79.248 

2,624,962 

89.125 
158.711 
5.487 

321152 

147.2W 
66,250 

34.m 

2,552 

Accvm 

mLQ% 

13.582 

391.994 

24.164 
109.114 

1.005 

39.249 

16,192 
15.797 

3.795 

255 

753,141 - 7U.141 - 122,461 3,959,467 615,247 



Ullllly Source, LLC -Wale, DIvlslon 
Plant Additions and Rebrsments 

ExbM 
Repplnder Schedule 8-2 
Page 3 6 
WlfnSSo 0ovransa 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
2s 
30 
31 
32 
33 
34 
35 

301 
302 
303 
304 
305 
3c6 
307 
308 
3w 
310 
311 
320 

3x1 1 

330 
330 I 
330 2 
331 
333 
334 
335 
336 
339 
340 

340 1 

341 

342 
343 

344 
345 
346 
347 
348 

3x1 2 

Organczabon Cost 
Franchiss Cod 
Land and Land Right. 
strumes a improvamants 
c o i m n g  a impoundlng R ~ ~ ~ ~ ~ ~ T  

wells a spnngr 
Lsks River Cansllntekes 

In f ibbm Gallanes 
Raw Water Supply Mains 
Po-r Generabon Equipment 
Pumping Equipment 
Water Tmabnent Equipmam 

Wafer Trsatmsnl Plank 
SoluDan Chemiel Feadars 

Storage Tanks 
Preswm Tanks 

Dirtnbubon R~WWOIR & SCndpiwa 

Tranrmisuon L Dismbmon Ma,- 
SeWlmS 

Mete,* 
Hydrants 
0ackRow Prevenflon Devices 
omer piant a M~SL ~ q ~ ~ p ~ ~ ~ t  
of ice F W ~ ~ Y C ~  a ~ q ~ p m e n t  
computers a s o h r e  
Tranrwrtabon Equlpment 
Stores Equipment 

Tools Shop & Garage Equpment 
Laboratory Equipment 
Power Operated Equipment 
Cornrnuniebon Equipment 
Miscellanaaus Equipment 
Omsr Tangible Plant 
Plant Held for FuYm Use 

36 TOTALS 

0 W% 
002% 
O W %  
3 33% 
2 50% 
2 50% 
3 33% 
6 67% 
202% 
5 W% 

12 50% 
3 33% 
3 33% 

20 W% 
2 22% 
2 22% 
5 W% 
2 W% 
3 33% 
8 33% 
2 00% 
6 67% 
6 67% 
6 67% 

20 W% 
20 W% 

4 W% 
5 W% 
1003% 
5 00% 
10W% 
1003% 
low% 

2.639 

94,071 

4.456 
19,@39 

183 

7 , ) s  

2,944 
2.872 

690 

170 

Plant 

hl?Iwa 

210.m 
79.248 

2.824.962 

89.125 
158.711 

5.487 

321,452 

147,200 
86.250 

34.500 

2,552 

ACwm 

&eEE 

16,321 

486.065 

28.62 
128 953 

1.1- 

46.386 

19,136 
16.689 

4.485 

426 

- 135.W1 3,959,487 750.246 



Utlllty Source. LLC . Waler Dlvlslon 
Plant Addifions and Rebrsmenfs 

Erhiblt 
Repinder Schedule 8-2 

1 

2 
3 
4 
5 
6 
7 
6 
9 
t o  
11 
12 
13 
14 
15 
16 
17 
16 

19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

31 
32 
33 
34 
35 

301 
302 
303 
304 
305 
306 
307 
308 
303 
310 
311 
320 

320 1 
320 2 
330 

330 1 
330 2 
331 
333 
334 
335 
336 
339 
340 

340 1 
341 
342 
343 
344 
345 
346 
347 
348 

Orgamzabon Cost 
Franchise Cost 
Land end Land Righk 
strunumr a improvements 
Colledng a Impounding R ~ ~ B W O I R  
Lake R a m  Csnsl lnhkss 
Wells a spnngs 
IdlVsbon Galleries 
Raw Wskr Suppy Mains 
Power Gsnarauon Equipment 
Pumping Equipment 
W&r Treabnsnt Equipment 

WaBr TrePbnml Plank 
SoluDoo Chemical Feaders 

D1sUlbu8on Reservoirs a Standpipes 
Storage Tanks 
Pressure Tanks 

Transm#sson a Disbibution Mains 
SWV4-S 

Meters 
Hydrants 
BackRow PrBYBnbOn Devices 
omer piant a MIS ~~~~~~~~t 
ofice F W W X ~  a ~qulpment 
crrmputem a s o h r e  
Transpartabon Equipment 
Slores Equipment 

Laboramry Equipment 
Pow, Opratsd Equipment 
Communicauon Equipment 
Miscellaneous Equipment 
Oher Tangible Plant 
Planf Held for Fuhlm Use 

TOOIS shop a G . ~ ~ ~ ~  ~~~~~~~t 

36 TOTALS 

0 00% 
0 00% 
0 00% 
3 33% 
2 50% 
2 50% 
3 33% 
6 67% 
2 00% 
5 00% 

1250% 
3 33% 
3 33% 

20 03% 
2 22% 
2 22% 
5 OD% 
2 00% 
3 33% 
6 33% 
2m-x 
6 67% 
6 67% 
6 67% 

20 W% 
20 W% 
4 00% 
5 00% 

l o w %  
5 W% 

l o w %  
l o w %  
(OW% 

2SW 

7 . m  

14,432 

2.5W 

7 OD3 

14,432 

201 1 
Allowed Plant Adusled Plant 

23,932 - 23.932 - 135,303 3.983.419 865.551 

2 681 

94.188 

4.456 
19.839 

183 

7,138 

3,088 
2.872 

690 

170 

Plant 

210000 
61.748 

2,631,962 

89.125 
158711 

5.487 

321,452 

161,632 
86,250 

34.500 

2.552 

ACWm 
a 

19w' 

5W.25: 

33.071 
148.79: 

1.37C 

53.52: 

22,221 
21.541 

5.175 

5% 



NARUC 
.#ne Acraunt 

QexnDbon 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
1 1  

5 
16 
17 
16 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 
30 
31 
32 
33 
34 
35 
16 

301 
302 
303 
304 
305 
306 
307 
306 
3m 
310 
311 
320 

320 1 
320 i 
330 

330 1 

330 : 
331 
333 
334 
335 
336 
3% 
340 

340 1 

341 
342 
343 
344 
345 
346 
347 
348 

Orgsn8ZBbOn Cost 
Frandwe Cost 
Land and Land Rights 
strvchlres 8 Impo"e,ms"ts 
coiiecbng a impoundong R ~ ~ B ~ ~ ~ ~ s  
Lake Rivsr Canallntakes 
we116 a springs 
lnflltrslion Gsllener 
Raw Water Supply Mains 
Powsr Generalon Equipment 
Pumping Equipment 
Wsrsr Treamsnt Equipmen1 

Water Trsabnenl Plants 
SolvOon Chemical Feeders 

Dlstnbulon Reservoirs a SBodpiper 
Storage Tanks 
Pressure Tanks 

Transmisron a Daftbunon Mains 
SW",CWS 

Me*,$ 
Hydrants 
Backflow Prevsnbon Devices 
oms, Piant a MW ~~~~~~~t 
Olflce FumiUre b Equipment 
computers B soffvare 
Trsnaporbbon Equipment 
Slorss Equipment 
TOOIS .shop a G~~~~~ ~~~~~~~~t 
Labramw ~qulpment 
P0-r Operated Equipment 
Communicabon Equipment 
Mi~slbnsous Equipment 
m e r  Tangible Plant 
Plant Held for FuUure Use 

TOTALS 

Utlllty Source. LLC .Water Dlvlslon 
Plant Addabom and Rebrewants 

Exhibit 
Remder Schadulo 8-2 

2012 
IuIowod Plant Ad.4-d Plant Adjusted 

Addibons Plant Plant Rebmmnts Rabmment Plant Plant Sslvsgs Depmasbon Plant E I 1PorBooksI a A ! W & l G & d m d l ~  

0 W% 
0 03% 
0 W% 
3 33% 
260% 
2 50% 
3 33% 
8 67% 
2 W% 
5 W% 

1250% 
3 33% 
3 33% 

20 W% 
2 22% 
2 22% 
5 W% 
2 W% 
3 33% 
8 33% 
2 00% 
8 67% 
6 87% 
667% 2 

20 WK 
20 W% 
4 W% 
500)6 

l o w %  
5 00% 

10 W% 
low% 
l o w %  

,119 2.119 

(8.751) (1,062) 2,722 

(1.418.423) (293.372) 94.304 1 

(1.725) (388) 4.458 
9,919 

183 

7 136 

3.233 
2.872 

690 

241 

210wo 
72.887 

,353,539 

87.400 
158.71t 

5.487 

321,452 

161,632 
86.250 

34.500 

4,672 

Acwm 

QewL 

20.66: 

381.18f 

37.145 
158.711 

1,552 

6o.m 

25 45i 
24.411 

5.88 

837 

2.119 2.119 . (1,488,888) (2%821) 125,757 2,496,640 716.486 



Utility Source. LLC -Water Division 
TestYearEnded December31.2012 

Original Cost Rate Base Pmforma Adjustments 
Adjustment Number 2 

Exhibit 
Rejoinder Schedule E2 
Page 4 
Witness. Bourassa 

Line 
- No. 
1 

Adiustments 
- B C A - - D - E 

Rejoinder 
Adjusted Adjustments Intentionally Intentionally intenttonally Intentionally Adjusted 
Accum. To Reconcile Plant Len Len Left Len Accum 
@I?L IeRecons tructioq R!a& w w Blank 5?m1 

Acct. 
NQ 
301 
302 

DescnDtioQ 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electnc Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoirs 8 Standpipe 
Storage tanks 
Pressure Tanks 
Trans. and Dist Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc. Equip. 
Office Furniture and Fixtures 
Computers and SoRware 
Transpollation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

8 
9 
10 
1 1  
12 
13 
14 
15 

303 
304 
305 

20,662 20.662 

306 
307 381,185 381,185 
308 
309 
310 
311 
320 

37,145 
158.71 1 
1,553 

37,145 
168.630 
1,553 

16 
17 

(9,919) 

18 
19 
20 
21 
22 
23 
24 
25 

320 1 
320 2 

60.658 330 
330 1 
330 2 

60,658 

331 
333 

25,457 
24,413 

5.865 

25.457 
24,413 

334 
335 
336 
339 
340 
340 I 
341 
342 
343 
344 
345 
346 
347 
348 

26 
27 

5,865 

28 
29 
30 
31 
32 
33 
34 
35 

837 837 

36 
37 
38 
39 
40 
41 

$ 726,406 $ (9.919) $ - $  - $  - $  - f 716.486 

42 Accumulated Depreclatm per Books 
43 
44 
45 
46 Adlustment to Accumulated Depreciation 
47 
48 SUPPORTING SCHEDULES 
49 8-2 pages 4 1 
50 8-2, pages 4 2 

Increase (decrease) in Accumulated Depreciation 

$ 726,406 

$ (9,919) 

$ (9,919) 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 

28 

Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 2 - A  

Reconcilation to Reconstructed Accumulated DeDreciation 

Acct. 
- No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 
320.1 
320.2 
330 
330 1 
330.2 
331 
333 
334 
335 
336 
339 
340 
340.1 
34 1 
342 
343 
344 
345 
346 
347 
348 

DeSCriDtiOn 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res. 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist. Reservoirs & Standpipe 
Storage tanks 
Pressure Tanks 
T r a p  and Dist. Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc. Equip. 
Office Furniture and Fixtures 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 
Plant Held for Future Use 

TOTALS 

SUPPORTING SCHEDULE 
8-2, pages 4 1 

Adjusted 
Accumulated 
DeDreciation 

20,662 

381,185 

37,145 
168,630 
1,553 

60,658 

25,457 
24,413 

5,865 

837 

Adjusted 
Accumulated 
DeDreciation 

20,662 

381,185 

37,145 
168,630 
1,553 

60,658 

25,457 
24,413 

5.865 

a37 

$ 726,406 $ 726,406 $ 716,486 $ (9,919) 

Exhibit 
Rejoinder Schedule B. 
Page 4.1 
Witness: Bourassa 

Accumulated 
Depreciation 

Per Plant 
Reconstruction 

20,662 

381,185 

37,145 
158,711 
1,553 

60,658 

25,457 
24,413 

5,865 

837 

45 8-2. pages 3.3 - 3.9 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction fCIAC) and Accumulated Amortization 

Exhibit 
Rejoinder Schedule 8-2 
Page 5.0 
Witness: Bourassa 

Computed balance at end of test year 

Adjusted balance at end of test year 

Increase (decrease) 

Gross Accumulated 
- ClAC Amortization 

$ 294,745 $ 95,670 

$ 294,745 $ 96,938 

$ $ (1,267) 

Adjustment to CIAC/AA ClAC 
Label 

$ $ 1,267 
3a 3b 

SUPPORTING SCHEDULES 

8-2, page 5.1 
E-I  



Utility Source. LLC -Water  Didsion 
Test YearEnded DEcember 31, a12 
Contributons-mad of Construdion (CIAC) 

Line 

1 
2 
3 

No 

Gross ClAC 

Exhiblt 
Rejoinder Schedule 8-2 
Page 5 1 
Witness. Bourassa 

2006 i 2007 i 2008 i 2009 
Balance Balance Balance Balance Balance 

12/31/2005 Additions 12/31/2006 Additions 12/3112007 Additions 12/31/2008 Additions 12/31/2009 

I 

1 
2010 1 201 1 1 2012 

Balance Balance Balance 
Additions 12/31/2010 Additions 12/31/2011 Additions 12/3112012 

294,745 - 294,745 - 294,745 

4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 

Gross ClAC I 294,745 I 294,745 294,745 294,745 294,745 

Arnortuation Decsion No 70140 
AmOrtKatiOn Rate 
Amortuation 
Accumulated hort izaton 

3.67% 
10,817 
27,024 

3 67% 
10,817 
37,841 

3.66% 3 27% 
10,788 9,638 
48,629 58,267 I 

Net ClAC 
I 

278,536 I - 267,721 - 256.904 - 246,116 - 236,476 

23 
24 Amortuation Rate 
25 Arnortlzation 
26 Accumulated Amortizaton 
27 
28 NetClAC 
29 

3 60% 3 59% 5 50% 
10,611 10,581 16,211 
68,878 79.459 95,670 

- 225,657 - 215,286 - 199,075 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment 4 

Customer Deposits 
Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 Increase (decrease) 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 SUPPORTING SCHEDULES 
20 Testimony 
21 Work papers 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

Computed balance at end of test year 

Book balance at end of test year 

$ 5,885 

$ 5,885 

$ 

Exhibit 
Rejoinder Schedule 8-2 
Page 6.0 
Witness: Bourassa 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Computation of Working Capital 

Cash Working Capital (118 of Allowance 
Operation and Maintenance Expense) 

Pumping Power (1/24 of Pumping Power) 
Purchased Water (1/24 of Purchased Water) 
Prepaid Expenses 

Total Working Capital Allowance 

Working Capital Requested 

Total Operating Expense 
Less: 
Income Tax 
Property Tax 
Depreciation 
Purchased Water 
Pumping Power 
Allowable Expenses 
1/8 of allowable expenses 

Exhibit 
Rejoinder Schedule B-5 
Page 1 
Witness: Bourassa 

$ 10,138 
2,783 

$ 12,921 

5 

Adiusted Test Year 
$ 211,193 

$ (1,255) 
7,464 

57,091 

66,787 
$ 81,106 
$ 10,138 

SUPPORTING SCHEDULES: RECAP SCHEDULES: 
E-I B-1 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Utility Source. LLC -Water Division 
Test Year Ended December 31, 2012 

Income Statement 

Revenues 
Metered Water Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Fuel For Power Production 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Accounting 
Contractual Services - Professional 
Contractual Services - Maintenance 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. - Other 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation and Amortization Expense 
Taxes Other Than Income 
Property Taxes 
lncom e Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
C-I ,  page 2 
E-2 

Test Year 
Adjusted 
Results 

$ 202,743 

5,261 
$ 208.004 

66,787 

1,460 
12,257 
2,399 

20,253 
9,651 

8,107 

2.186 

10,000 
19,976 

57,728 

7,530 
(2,064) 

$ 216,269 
$ (8,265) 

$ 
$ (8,265) 

Exhibit 
Rejoinder Schedule C-I 
Page 1 
Witness: Bourassa 

Rejoinder Rejoinder 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Adiustment &L& Increase Increase 

$ - $ 202,743 $ 225,674 $ 428.417 

(1,820) 3,441 3,441 
$ (1,820) $ 206.184 $ 225,674 $ 431,858 

- $  $ 

66,787 

1,460 
12.257 
2,399 

20,253 
9,651 

66,787 

1,460 
12,257 
2,399 

20,253 
9,651 

(7.733) 374 374 

2,186 2,186 

6.667 16,667 
(4,116) 15,860 

16,667 
15,860 

(637) 57,091 57,091 

(66) 7,464 2,723 10.187 
809 (1,255) 44,670 43,415 

$ (5,076) $ 211,193 $ 47,394 $ 258.587 
$ 3,256 $ (5,009) $ 178,280 $ 173,271 

$ - $  - $  - $  
$ 3,256 $ (5,009) $ 178,280 $ 173,271 

RECAP SCHEDULES 
A- 1 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 
Income Statement 

Line 
No - 

1 Revenues 
2 Metered Water Revenues 
3 Unmetered Water Revenues 
4 Other Water Revenues 
5 
6 Operating Expenses 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
26 
29 

LABEL>>>>> - 1 - 2 - 3 - 4 - 5 - 6 - 7 
Test Year 
Adjusted Property Rate Revenue Water Auto Telephone 
Results Deoreciation Taxes Case ExDense Adiustment TBShnq Ewense Exrrense 

$ 202,743 

5,261 (1,820) 
$ 208.004 $ - $  - $  - $ (1,620) $ - $ - $ - 

Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg Comm Exp -Other 
Reg Comm Exp - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Deprec andAmort Exp 
Taxes Other Than lnwme 
Prooertv Taxes 

Exhibit 
Rejoinder Schedule C- I  
Page 2 1 
Witness Bwrassa 

Salaries and Wages $ 
Purchased Water 
Purchased Power 66.787 
Fuel For Power Production 
Chemicals 1,460 
Materials and Supplies 12,257 
Office Supplies and Expense 2.399 
Contractual Services - Accounting 20,253 
Contractual Services - Professional 9,651 
Contractual Services - Maintenance 
Contractual Services - Other 

30 lncorne.Tax 
31 Total Operating Expenses 
32 Operating Income 
33 Other Income (Expense) 
34 Interest Income 
35 Other income 
36 Interest Expense 
37 Other Expense 
38 
39 Total Other Income (Expense) 
40 Net Profit (Loss) 
41 
42 SUPPORTING SCHEDULES: 
43 c-2 
44 E-2 

8,107 

2.186 

10,m 
19,976 

(7.733) 

7,530 (66) 
(2 I m) 

$ 216,269 $ (637) $ (66) $ 6,667 $ - $ (7,733) $ (1,750) $ (2,386) 
$ (8.265) $ 637 $ 66 $ (6,667) $ (1.820) $ 7.733 $ 1,750 $ 2,366 

$ - $  - $  - $  * $  - $  - $  - $ -  
$ (8,265) $ 637 $ 66 $ (6,667) $ (1,820) $ 7,733 $ 1,750 $ 2,366 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 
Income Statement 

Line 
- No 

1 Revenues 
2 Metered Water Revenues 
3 Unmetered Water Revenues 

Exhibit 
Rejoinder Schedule C- I  
Page 2 2 
Witness Bourassa 

8 9 11 Rejoinder Rejoinder 

@& Blank Blank TaxeS - - -  - 10 
1ntent;onally Intentionally lntentlonally Test Year Proposed Adjusted 

Lefl Lefl Lefl Income Adjusted Rate with Rate 

$ 202,743 $ 225.674 $ 428.417 

4 Other Water Revenues 3,441 3 441 

6 Operating Expenses 
5 $ - $  - $  - $  - $ 206,184 $ 225,674 $ 431.858 

7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Salaries and Wages 
Purchased Water 
Purchased Power 
Fuel For Power Production 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Accounting 
Contractual Services - Professional 
Contractual Services - Maintenance 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg Comm Exp -Other 
Reg Comm Exp - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Deprec and Amort Exp 
Taxes Other Than Income 
Properly Taxes 
Income Tax 

31 Total Operating Expenses 
32 Operating Income 
33 Other Income (Expense) 
34 Interest Income 
35 Other income 
36 Interest Expense 
37 Other Expense 
38 
39 Total Other Income (Expense) 
40 Net Profit (Loss) 
41 
42 SUPPORTING SCHEDULES: 
43 c-2 
44 E-2 

$ -  $ 

66,787 66,787 

1,460 1,460 
12,257 12,257 
2,399 2,399 

20,253 20,253 
9,651 9,651 

374 374 

2.166 

16,667 
15,660 

2.186 

16,667 
15.860 

57,091 57,091 

7,464 2,723 10,187 
809 (1,255) 44,670 43,415 

$ - $  - $  - $ 809 $ 211,193 $ 47,394 $ 258.587 
5 - $  - $  - $ (809) $ (5.009) $ 178.280 5 173.271 

$ - $  - $  - $  - $  - $ - $  
$ - 5  - $  - $ (809) $ (5.009) $ 178,280 $ 173,271 

RECAP SCHEDULES: 
C-1, page I 



Line 
- No. 
1 
2 
3 
4 Revenues 
5 
6 Expenses 
7 
8 Operating 
9 lnwme 
10 
11 Interest 
12 Expense 
13 Other 
14 Income1 
15 Expense 
16 
17 Net Income 
18 
19 
20 
21 
22 
23 
24 
25 Revenues 
26 
27 Expenses 
28 
29 Operating 
30 lnwme 
31 
32 Interest 
33 Expense 
34 Other 
35 Income/ 
36 Expense 
37 
38 Netlncome 
39 
40 

Utility Source. LLC -Water Division 
Test Year Ended December 31, 2012 

Adjustments to Revenues and Expenses 

Exhibit 
Rejoinder Schedule C-2 
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Adiustments to Revenues and Exwenses 
1 - 2 - 3 - 4 - 5 - 6 Subtotal - 

Depreciation Property Rate Case Revenue Water Auto 
Exwense - Taxes Expense Adiustment Testina ExDense 

(1,820) (1,820) 

(637) (66) 6,667 (7,733) (1,750) (3,519) 

637 66 (6,667) (1,820) 7,733 1,750 1,699 

637 66 (6,667) (1,820) 7,733 1,750 1,699 

Adiustments to Revenues and ExDenses 

Intentionally Intentionally Intentionally 
Telephone Len Len Len Income 

11 - 7 8 - 9 - 10 - 

EXDenSe - Blank Blank Blank Taxes 

(2,366) 809 (5,076) 

2,366 (809) 3,256 

2,366 (809) 3,256 



Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Acct. 
- No. 
301 
302 
303 
304 
305 
306 
307 
308 
309 
310 
31 1 
320 

320.1 
320.2 
330 

330.1 
330.2 
331 
333 
334 
335 
336 
339 
340 

340.1 
34 1 
342 
343 
344 
345 
346 
347 
348 

Utility Source. LLC - Water Division 
Test Year Ended December 31,2012 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

Depreciation Expense 

Exhibit 
Rejoinder Schedule C- 
Page 2 
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Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures and Improvements 
Collecting and Impounding Res 
Lake River and Other Intakes 
Wells and Springs 
Infiltration Galleries and Tunnels 
Supply Mains 
Power Generation Equipment 
Electric Pumping Equipment 
Water Treatment Equipment 
Water Treatment Plant 
Chemical Solution Feeders 
Dist Reservoirs & Standpipe 
Storage tanks 
Pressure Tanks 
Trans and Dist Mains 
Services 
Meters 
Hydrants 
Backflow Prevention Devices 
Other Plant and Misc Equip 
Office Furniture and Fixtures 
Computers and Software 
Transportation Equipment 
Stores Equipment 
Tools and Work Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communications Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

Less: Amortization of Contributions 
Total Depreciation Expense 

Adjusted Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues and/or Expenses 

SUPPORTING SCHEDULE 
8-2, page 3 

Adjusted 
Original 
- cost 

210,000 
72,997 

1,353,539 

89,125 
158,711 

5,487 

321,452 

161,632 
86,250 

34,500 

2,947 

Non-depreciable/ 
Fullv Depreciated 

(21 0,000) 

(158,711) 

Adjusted 
Original 
- cost 

72,997 

1,353,539 

89,125 

5,487 

321,452 

161,632 
86,250 

34,500 

2,947 

Depreciation 
Expense 

2,431 

45,073 

4,456 

183 

7.136 

3,233 
2.872 

690 

197 

$ 2,496,640 $ (368,711) $ 2,127,929 

Proposed 
Rates - 

0.00% 
0.00% 
0.00% 
3.33% 
2.50% 
2.50% 
3.33% 
6.67% 
2.00% 
5.00% 

12.50% 
3.33% 
3.33% 

20.00% 
2.22% 
2.22% 
5.00% 
2.00% 
3.33% 
8.33% 
2.00% 
6.67% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 
5.00% 

10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

$ 66,270 

Gross ClAC Amort. Rate 
$ 294,745 3.1143% $ (9,179) 

$ 57.091 

57,728 

> (637) 

$ (637) 

"Fully Depreciated 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Propertv Taxes 

Exhibit 
Rejoinder Schedul 
Page 3 
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Line 
- No. DESCRIPTION 

1 Company Adjusted Test Year Revenues 
2 Weight Factor 
3 Subtotal (Line 1 * Line 2) 
4 Company Recommended Revenue 
5 Subtotal (Line 4 + Line 5) 
6 Number of Years 
7 Three Year Average (Line 5 / Line 6) 
8 Department of Revenue Mutilplier 
9 Revenue Base Value (Line 7 * Line 8) 
10 Plus: 10% of CWlP (intentionally excluded) 
11 Less: Net Book Value of Licensed Vehicles 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 
13 Assessment Ratio 
14 Assessment Value (Line 12 * Line 13) 
15 Composite Property Tax Rate - Obtained from ADOR 
16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 7,464 $ 10.187 
17 Tax on Parcels 
18 Total Property Taxes (Line 16 + Line 17) 
19 Test Year Property Taxes $ 7,530 

21 
22 Property Tax on Company Recommended Revenue (Line 16 + Line 17) 
23 Company Test Year Adjusted Property Tax Expense (Line 18) 
24 Increase in Property Tax Due to Increase in Revenue Requirement 
25 

20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) 5 (66) 

Test Year Company 
as adiusted Recommended 

$ 206,184 $ 206,184 
2 

412,368 
206,184 
618,552 

3 
206,184 

2 
412,368 

412,368 
20.0% 

82,474 
9.0503% 

2 
412,368 
431,858 
844,226 

3 
281,409 

2 
562,817 

562,817 
20.0% 

112,563 
9.0503% 

$ 7,464 

$ 10,187 
$ 7 ~ 464 
t 2,723 

26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) 
Increase in Revenue Requirement 
Increase in Property Tax Per Dollar Increase in Revenue (Line 26 / Line 27) 

$ 2,723 
$ 225,674 

1.20671 % 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case Expense 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Estimated Rate Case Expense 

Estimated Amortization Period in Years 

Annual Rate Case Expense 

Adjusted Test Year Rate Case Expense 

Increase(decrease) Rate Case Expense 

Adjustment to Revenue and/or Expense 

Reference 
Testimony 

Exhibit 
Rejoinder Schedule C-2 
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$ 50,000 

3 

$ 16,667 

$ 10,000 

$ 6,667 

$ 6,667 



Utility Source. LLC -Water Division 
Test Year Ended December 31, 2012 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Revenue Adiustment 

Line 
- No. 

1 
2 Revenue Adjustment 
3 
4 
5 
6 Total Revenue from Annualization 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment # 1 
13 
14 
15 
16 
17 
18 
19 
20 

Adjustment to Revenue and/or Expense 

Exhibit 
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$ (1,820) 

$ (1,820) 

$ (1,820) 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Water Testinq 

Line 
No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 Reference 
12 RUCO Adjustment #2 
13 
14 
15 
16 
17 
18 
19 
20 

- 

RUCO Recommended Water Testing Expense 

Adjuste Test Year Water Testing Expense 

Adjustment to purchased power expense (rounded) 

Adjustment to Revenue and/or Expense 

Exhibit 
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$ 374 

$ 8,107 

$ (7,733) 

(7,733) 



Utility Source. LLC - Water Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 6 

Auto ExDense 

Line 
- No. 

1 
2 Test Year Auto Expense 
3 
4 Staff Recommended Auto Expense 
5 
6 Adjustment to Revenues 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment #4 
13 
14 
15 
16 
17 
18 
19 
20 

Adjustment to Revenue andlor Expense 

Exhibit 
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$ 1,500 

3,250 

$ (1,7501 

(1,750) 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Telephone Expense 

Line 
- No. 

1 
2 Staff Recommended Telephone Expense 
3 
4 
5 
6 Adjustment to Revenues 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment #5 
13 
14 
15 
16 
17 
18 
19 
20 

Adjusted Test Year Telephone Expense 

Adjustment to Revenue and/or Expense 

Exhibit 
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$ 2,366 

4,732 

$ (2,366)- 

$ (2,366) 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 8 

lntentionallv Left Blank 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Exhibit 
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Utility Source. LLC -Water Division 
Test Year Ended December 31,201 2 

Adjustment to Revenues and Expenses 
Adjustment Number 9 

lntentionallv Lefl Blank 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Exhibit 
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Line 
- No. 

1 Income Taxes 
2 

Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Adjustment to Revenues andlor Expenses 
Adjustment Number 11 

Exhibit 
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Test Year Test Year 
3 
4 Compauted Income Tax 
5 
6 
7 
8 
9 
10 
11 
12 
13 SUPPORTING SCHEDULE 
14 C-3, page2 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Test Year Income tax Expense 
Adjustment to Income Tax Expense 

at Present Rates at Proposed Rates 
$ (1,255) $ 43,415 

(2,064) (1,255) 
$ 809 $ 44,670 



Utility Source. LLC -Water Division 
Test Year Ended December 31,2012 

Computation of Gross Revenue Conversion Factor 

Line 
- No. Description 

1 Combined Federal and State Effective Income Tax Rate 
2 
3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 

Operating Income % = 100% - Tax Percentage 

13 1 = Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 SUPPORTING SCHEDULES: 
26 C-3, page2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Exhibit 
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Percentage 
of 

Incremental 
Gross 

Revenues 
20.036% 

0.965% 

21.001% 

78.999% 

1.2658 

RECAP SCHEDULES: 
A- 1 



DOCKET NO. WS-02676A-12-0196 

1 

Utility Source. LLC -Water Division 
Test Year Ended  Decmberll ,  2012 

Company Recommended 
I I  1 1 

Exhibrl 

Waahler 
S 1.575.194 

O.OM)O% 

CROSS REVENUE CONVERSION FACTOR 

Water 
S 1,575,194 

O.OCQO% 

Rejoinder Schedule C-3 
Page 2 
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Descrlptlon 

Calculation of Gross Revenue Conversion Factor 
1 Revenue 
2 Uncollecible Factor (Line 11) 
3 Revenues (L1 - L2) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Line 23) 

Revenue C o w e r r i o n  Factor (L1 I L6) 

Calculatrm of Uncollecbble Factor, 

Combined Federal and State Tax Rate (L17) 
One Minus Cmbined  Income Tax Rate (L7 - L8 ) 

Uncollecbble Factor (L9 * L10 ) 

7 U"lW 
8 
9 
10 Uncdlectible Rate 
11  

Calculatmn of Effectwe Tax Rate 
12 Operating Income Before Taxes (Arizona Taxable Income) 
13 Artzona Stale income Tax Rate 
14 Federal Taxable Income (LIZ - L13) 
15 Applicable Federal Income Tax Rate (L55 Col F) 
16 Effective Federal Income Tax Rate (L14 x L15) 
17 Combined Federal and Stale Income Tax Rate (L13 tL16) 

Calcuiatm of Effectwe Prooertv Tax Factw 
18 Unity 
19 Combined Federal and Stale Income Tax Rate (L17) 
20 One Minus Combined Income Tax Rate (LlSLl9) 
21 Property Tax Factor 
22 Effective Property Tax Factor (LZO'L21) 
23 Combined Federal and Stale Income Tax and Properly Tax Rate (L17rL22) 

24 Required Operating Income 
25 AdjustedTest Year Operating Income (Loss) 
26 Required Incream in Operabng Income (L24 - U5) 

27 Income Taxes on Recommended Revenue (Col (F), L52) 
28 Income Taxes on Test Year Revenue (Coi. (C), L52) 
29 Required Increase in Revenue 10 Provide f a  Income Taxes (U7 - L28) 

30 Recommended Revenue Requirement 
31 Uncollectible Rate ( h e  10) 
32 Uncdlectibie Expense on Recommended Revenue (L24 + L25) 
33 Adjusted Test Year UncoiiectiMe Expense 
34 Required Increase In Revenue to P r w d e  for Unmllecllble Exp. 

35 Property Tax with Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Properly Tax b e  10 Inaease in Revenue (L35-L36) 

38 Total Required lnciea~e in Revenue (L26 + L29 + L37) 

Calculahao of Income Tax 
39 Revenue 
40 Operating Expenses EXCIudtng Income Taxes 
41 Synchronized Interest (L47) 
42 Arizona Taxable income (L39 - L40 - L41) 
43 Arizona Slate Effective Income Tax Rate (see work papers) 
44 Arizona Income Tax (L42 x L43) 
45 Federal Taxable Income (L42- L44) 
46 Federal Tax Rate 
47 Federal Tax 
48 
49 
50 
51 
52 
53 Total Federal income Tax 
54 Combined Federal and Slate Income Tax (L35 + L42) 

100 0000% 
0 0000% 

1 w OOW% 
21 0009% 
78 9991% 
1265838 

100 OOW% 
20 0360% 
79 9640% 
0 owox 

0 OwOK 

100 0000% 
3.1527% 

96 8473% 
17.4329% 
16.8833% 

20.0360% 

J 173.271 
s (5,0091 

J 43,415 

S 178,280 

s (1,2551 
S 44.670 

S 431.858 

5 
O.OWO% 

s 10.187 
s 7,464 

5 2.723 

Total 
s 206.184 

s (6.264) 

s (197) 
J (6.066) 

s (1 058) 

212,448 

31527% 

17 4329% 

5 (1.058) 
S (1,255) 

55 COMBlNED Applicable Federal Income Tax Rate [Col [DI, L53 - Col. [AI. L53 I [Col ID], L45 - Col [A] L451 
56 WASTEWATERApplicable Federal Income Tax Rate [Col. [El, L53 -W. [E], L5311 [Cd. [E], L45- C i .  [B], L451 
57 WEB Applicable Federal Income Tax Rate [Col IF], L53 - C d .  IC]. L531 I [Col IF]. L45 - Cd .  [C], L45] 

Water i i Total 1 
205.184 431,858 
212.448 215,171 

(6,066) 209,855 

(1.058) 36.584 
t 7 4329% 17 4329% 

1 058 
43415 

water 

215,171 

3 1527% 

17 4329% 
36.584 

17.4329% 
o.owo% 

17.4329% 

Calculatmn of Interest 
58 Rate Base 
59 Weighled Average Cost of Debt 
60 Synchronized lnlerest (L59 X L60) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Utility Source, LLC -Water Division 
Revenue Summary 

Test Year Ended December 31,2012 

Exhibit 
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Meter Size Classification 
314 Inch Residential 
314 Inch Commercial 
2 Inch Commercial 
2 Inch Irrigation 

Bul WConstruction 

Subtotals of Revenues 
Revenue Annualizations: 
314 Inch Residential 

Bul WConstruction 
Subtotal Revenue Annualization 

Total Total 
Revenues Revenues 

at at 
Present Proposed Dollar - Rates - Rates Chanae 

$ 159,301 $ 326,338 $ 167,038 
322 810 489 

38.120 89,670 51,550 
1,776 3,898 2,122 

3.482 7,323 3,841 

$ 203,001 $ 428,040 $ 225,039 

$ 328 $ 632 $ 304 

328 632 304 

Percent 
Chanae 

104.86% 
152.01% 

119.50% 
135.23% 

110.29% 

1 10.86% 

92.85% 

0.00% 
92.85% 

Total Revenues w/ Annualization $ 203,328 $ 428.672 $ 225,343 110.83% 
Misc Revenues, as adjusted 3,441 3,441 0.00% 
Reconciling Amount (585) (255) 330 -56.41% 
Total Revenues $ 206,184 $ 431,858 $ 225,673 109.45% 

Percent 
of 

Present 
Water 

Revenues 
77.26% 

0.16% 
18.49% 
0.86% 

1.69% 

98.46% 

0.16% 

0.00% 
0.16% 

98.61% 
1.67% 

-0.28% 
100.00% 

Percent 
of 

Proposed 
Water 

Revenues 
75.57% 

0.19% 
20.76% 

0.90% 

1.70% 

99.12% 

0.15% 

0.00% 
0.31% 

99.26% 
0.80% 

-0.06% 
100.00% 



Utiilty Source, LLC -Water Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31,2012 

Exhibit 
Rejoinder Schedule H-2 
Page 1 
Witness: Bourassa 

Customer 
Line Classification 
- No. and/or Meter Size 

1 314 Inch Residential 
2 3/4 Inch Commercial 
3 2lnch Commercial 
4 2lnch Irrigation 
5 
6 ConstructionlBulk 
7 

9 
10 
11 
12 Totals 326 
13 

a 

(a) 
Average 

Number of 
Customers Averaae Blll Proposed increase Percent 

at Average Present Proposed Dollar Percent of 
12/31/2012 Consu mDtlon eaten Amount Amount Customers 

320 4,123 .$ 38.58 $ 75.33 $ 36.76 95.27% 98.16% 
1 1,667 26.50 66.78 40.28 I 51 .98% 0.31 % 
3 I I 5,286 1,004.10 2,262.58 I ,258.47 125.33% 0.92% 
1 - $ 148.00 $ 324.86 $ 176.86 119.50% 0.31 % 

1 26,251 290.19 610.24 320.05 110.29% 0.31% 

14 Actual Year End Number 
15 of Customers: 327 
16 
17 
18 
19 

100.00% 



Utility Source, LLC -Water Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31,2012 

Exhibit 
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(4 
Average 

Number of 
Customera Median Bill ProDosed Increase Percent 

at Median Present Proposed Dollar Percent of 
12/31/2012 Cons urnmion WQS &m Amount Amount Customeq 

320 3,500 $ 35.30 $ 69.31 $ 34.01 96.34% 98.16% 
1 1,500 $ 25.70 $ 64.16 38.46 149.64% 0.31% 
3 65,000 613.40 1,345.36 731.96 119.33% 0.92% 
1 - $ 148.00 $ 324.86 $ 176.86 119.50% 0.31% 

1 40,501 437.69 919.48 481.79 110.08% 0.31% 

Customer 
Line Classiflcation 
- No. gnd/or Meter Si* 

1 3/4 Inch Residential 
2 3/4 Inch Commercial 
3 2 Inch Commercial 
4 2 Inch Irrigation 
5 
6 ConstructionlBulk 
7 
8 
9 
10 
11 Totals 326 
12 
13 Actual Year End Number 
14 of Customers: 327 
15 
16 
17 
18 

100.00% 



Utility Source, LLC -Water Division 
Revenue Breakdown Summary 

Present Rates 
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Monthly Commodity Commodity Commodity 
Mins First Tier Second Tier Third Tier - 

314 Inch Residential $ 71,262 $ 54,684 $ 23,774 $ 9,908 $ 159,629 
314 Inch Commercial $ 222 $ 89 $ 11 $ - $  322 

2 Inch Irrigation $ 1,776 $ - $  - $  - $  1,776 
2 Inch Commercial $ 5,328 $ 14,424 $ 18,368 $ - $ 38,120 

ConstructionlBulk $ 222 $ 3,260 $ - $  - $  3,482 

TOTALS $ 78,810 $ 72,457 $ 42,153 $ 9,908 $ 203,328 

4.87% 100.00% 35.64% 20.73% Percent of Total 38.76% 
Cummulative % 38.76% 74.40% 95.13% 100.00% 

Amount YO of Revenues 
Monthly Minimum Revenues $ 78,810 38.76% 

Commoditv Revenues 
Lowest Commodity Rate $ 54,773 26.94% 
Middle Commodty Rate $ 38,209 18.79% 
Highest Commodity rate $ 31,536 15.51% 
Subtotal commodity Revenues $ 124,518 61.24% 

Total Revenues $ 203,328 100.00% 



Utility Source, LLC -Water Division 
Revenue Breakdown Summary 

Proposed Rates 

Exhibit 
Rejoinder Schedule H. 
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Monthly Commodity Commodity Commodity 
- Mins First Tier Second Tier Third Tier - Total 

314 Inch Residential $ 156,420 $ 93,419 $ 52,131 $ 25,001 $ 326,970 
314 Inch Commercial $ 487 $ 290 $ 33 $ - $  81 0 

2 Inch Irrigation $ 3,898 $ - $  - $  - $  3,898 
2 Inch Commercial $ 11,695 $ 31,628 $ 46,347 $ - $ 89,670 

ConstructionIBulk $ 487 $ 6,836 $ - $  - $  7,323 

TOTALS $ 172,988 $ 132,173 $ 98,510 $ 25,001 $ 428,672 
Percent of Total 40.35% 30.83% 22.98% 5.83% 100.00% 
Cummulative % 40.35% 71.19% 94.17% 100.00% 

Amount % of Revenues 
Monthlv Minimum Revenues $ 172,988 40.35% 

Commoditv Revenues 
Lowest Commodity Rate $ 93,709 21.86% 
Middle Commodty Rate $ 83,791 19.55% 37.79% 
Highest Commodity rate $ 78,184 18.24% 
Subtotal Commodity Revenues $ 255,684 59.65% 

Total Revenues $ 428,672 100.00% 



Utility Source, U C  ~ Water Division 
Test Year Ended December 31,2012 

Present and Proposed Rates 

Exhibit 
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Line 
- No. Monthly Usage Charge for: 

1 Meter Sue (All Classes): 
2 5/8x3/4 Inch 
2 3/4 Inch 
3 1 Inch 
4 11/2 Inch 
5 2 Inch 
6 3lnch 
7 4lnch 
8 6 Inch 
9 
10 
11 
12 
13 
14 
15 
16 Commoditv Rates 
17 
18 5/8x3/4 Inch (Residential. Commercial) 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 NT No Tariff 
41 

Gallons In Minimum (All Classes) 

314 Inch Meter (Residential. Commercial) 

1 Inch Meter (Residential, Commercial) 

1 5 Inch Meter (Residential, Commercial) 

2 Inch Meter (Residential, Commercial) 

3 Inch Meter (Residential, Commercial) 

Present Proposed Pement - Rates - Rates Charme 

$ 1850 $ 4061 $ 2211 
18 50 40 61 22 11 
46 50 101 52 55 02 
92 50 203 04 11054 

148 00 324 86 17686 
296 00 649 72 353 72 
462 50 1,015 19 552 69 
925 00 203038 110538 

m 
1 gallons to 4,000 gallons 
4,001 gallons to 9,000 gallons 
over 9,000 gallons 

1 gallons to 4,000 gallons 
4,001 gallons to 9.000 gallons 
over 9.000 gallons 

1 gallons to 27,000 gallons 
over 27,000 gallons 

Over Minimum up to 57,000 gallons 
Over 57,000 gallons 

1 gallons to 94,000 gallons 
over 94,000 gallons 

1 gallons to 195,000 gallons 
over 195.000 gallons 

(Per 1,000 gallons) 
Prssent Pmposed 
&afe rn 

$ 480  $ 8 2 0  
$ 716  $ 1570 
5 860 $ 21 70 

$ 480  $ 8 2 0  
$ 7 1 6 $  1570 
$ 860  $ 21 70 

$ 480 $ 1570 
$ 716  $ 2170 

$ 480  $ 1570 
$ 7 1 6  $ 21 70 

$ 480  $ 1570 
$ 716  $ 21 70 

$ 480  $ 1570 
$ 716  $ 2170 

119.50% 
119.50% 
118.32% 
119.50% 
119.50% 
119.50% 
119.50% 
11950% 



Utility Source, LLC -Water Division 
Test Year Ended December 31,2012 

Present and Propwed Rates 

Line 
- No 

1 
2 
3 Commoditv Rates && 

5 over 309.000 gallons 
4 

6 
7 
8 over 615,000 gallons 
9 
10 Irrigation Meters All gallons 
11 

4 Inch Meter (Residential, Commercial) 1 gallons to 309,000 gallons 

6 Inch Meter (Residential. Commercial) 1 gallons to 615.000 gallons 

12 Standpipe or Bulk 
13 
14 Construction 
15 
16 
17 
18 
I 9  
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 ConstructionIStandpipe 
43 
44 NT = No Tariff 

All gallons 

All gallons 

All gallons 

Exhibit 
Rejoinder Schedule H-3 
Page 2 

(Per 1,000 gallons) 
Present Proposed 

480 $ 9 5 7 0  $ 
$ 7 16 $ 2170 

$ 480 $ 1570 

me 

$ 716  $ 21 70 

5 926  $ 1570 

$ 1035 $ 21 70 

$ 10.35 $ 21.70 

NT $ 21.70 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Utility Source, LLC - WIUK Division 
Present and Proposed Rates 

Test Year Ended December 31,2012 

Exhibit 
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Line 
- No. 

Meter and Service Line C h a r d  

518 x 314 Inch 
314 Inch 
1 Inch 
1 112 Inch 
2 Inch Turbo 
2 Inch. Compound 
3 Inch Turbo 
3 Inch. compound 
4 Inch Turbo 
4 Inch, compound 
6 Inch Turbo 
6 Inch. compound 

Present Proposed 
Present Meter Proposed Meter 
Service Install- Total Service Install- Total 

Line ation Present Line ation Proposed 

$ 
Charae 

520.00 
575.00 
660.00 
900.00 

1,525.00 
2,320.00 
2,275.00 
3,110.00 
3,360.00 
4,475.00 
6,035.00 
8,050.00 

c!xxu 
I 385.00 

415.00 
465.00 
520.00 
800.00 
800.00 

1.015.00 
1,135.00 
1,430.00 
1.610.00 
2,150.00 
2,270.00 

Charae 
, 135.00 

205.00 
265.00 
475.00 
995.00 

1,840.00 
1,620.00 
2,495.00 
2,570.00 
3,545.00 
4,925.00 
6,820.00 

.G!EQs 
520.00 
620.00 
730.00 
995.00 

1,795.00 
2,640.00 
2,635.00 
3,630.00 
4,000.00 
5,155.00 
7,075.00 
9,090.00 

’ Based on ACC Staff Engineering Memo dated Feburary 21,2008 

Other Charaes: 

Establishment $ 20.00 
Establishment (After Hours) $ 40.00 
Reconnection (Delinquent) $ 50.00 
Reconnection (After hours) $ 40.00 
Meter Test $ 20.00 
Minimum Deposit Requirement PER RULE 
Deposit Interest PER RULE 
Re-establishment (Within 12 months) PER RULE 
hlCC Pharlr a 7nnn 
Deferred Paymenl, per month I 1.5% 
Meter Re-read $ 10.00 

(a) 5 5.00 minimum or 1.5% of unpaid balance whichever is greater. 
*After hours service charge will apply when service requested by customer after hours 

‘Removed 

PER RULE 
PER RULE 
PER RULE 

20.00 

20.00 
1.5% 

s i n o n  
1.5% w 

cost 1 





Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Computation of Increase in Gross Revenue 
Requirements As Adjusted 

Fair Value Rate Base 

Adjusted Operating Income 

Current Rate of Return 

Required Operating Income 

Required Rate of Return 

Operating Income Deficiency 

Gross Revenue Conversion Factor 

Increase in Gross Revenue 
Requirement 

Adjusted Test Year Revenues 
Increase in Gross Revenue Revenue Requirement 
Proposed Revenue Requirement 
% Increase 

Customer 
Classification 
314 Inch Residential 
314 Inch Commercial 
2 Inch Commercial 

Revenue Annualization 
Subtotal 

Other Water Revenues 
Reconciling Amount 
Rounding 
Total of Water Revenues 

SUPPORTING SCHEDULES: 
B-1 
c-I 
c-3 
H-I 

Exhibit 
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$ 825,856 

(83,387) 

-1 0.10% 

$ 90,844 

11 .OO% 

$ 174,232 

1.2021 

$ 209,436 

$ 1 19,464 
$ 209,436 
$ 328,900 

175.31 % 

Present Proposed Dollar Percent - Rates - Rates Increase Increase 
$ 92,479 $ 287,729 $ 195,250 211.13% 

114 740 626 547.81% 
23,698 36,829 13,131 55.41% 

0.00% 
173 741 567 327.23% 

$ 116,465 $ 326,039 $ 209,574 179.95% 

3,441 3,441 0.00% 
(138) 31.22% 

0.00% 
$ 119,464 $ 328,900 $ 209,436 175.31% 

(442) (580) 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 
52 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Summary of Rate Base 

Gross Utility Plant in Service 
Less: Accumulated Depreciation 

Net Utility Plant in Service 

Less: 
Advances in Aid of Construction 

Contributions in Aid of Construction 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Deferred Income Taxes & Credits 

- Plus: 
Unamortized Finance 

Prepayments 
Materials and Supplies 
Allowance for Working Capital 

Charges 

Total Rate Base 

SUPPORTING SCHEDULES: 
6-2 
8-3 
B-5 
E-I 

Original Cost 
Rate base 

$ 1,397,271 
455,092 

$ 942,179 

197,973 

(86,7 15) 

5,065 

Exhibit 
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Fair Value 
Rate Base 

$ 1,397,271 
455,092 

$ 942,179 

197,973 

(86,715) 

5,065 

$ 825,856 $ 825,856 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 

Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 

Gross Utility 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Construction 

Contributions in Aid of 
Construction - Gross 

Accumulated Amortization of ClAC 

Customer Meter Deposits 
Accumulated Deferred Income Tax 

Plus: 
Unamortized Finance 

Prepayments 
Materials and Supplies 
Working capital 

Charges 

Total 

SUPPORTING SCHEDULES: 
B-2, pages 2 
E-I 

Adjusted 
at end 

of 
Test Year 

$ 1,397,271 

455,064 

Exhibit 
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Rebuttal 
Adjusted 

at end 
Proforma of 

Adiustment Test Year 

$ 1,397,271 

28 455,092 

$ 942.207 $ 942,179 

197,973 

(86,711) 

$ 830,945 

(4) 

5,065 

197,973 

(86,7 1 5) 

5,065 

$ 825,856 

RECAP SCHEDULES: 
B-1 



1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

28 

Line 
No - 

Gross Utilitv 
Plant in Service 

Less: 
Accumulated 
Depreciation 

Net Utility Plant 
in Service 

Less: 
Advances in Aid of 

Cmstrucbon 

ContributDns in Aid of 
Construcbon (CIAC) 

Accumulated h o r t  of ClAC 

Customer Meter Depcsits 
Accumulated Deferred Inwme Taxes 

Plus: 
Unamortlzed Finance 

Prepayments 
Materlals and Supplies 
Allowance for Cash Workng Capital 

Charges 

Utility Source. LLC . Wastewter  Division 
Test Year Ended Dexmber 31, 2012 

Orlginal Cost Rate Ease Proforma Adlustments 

Exhiblt 
Rejoinder Schdule 8-2 
Page 2 
Wtness Bourassa 

Proforma Adjustments Rebuaal 
Adjusted 
at end 

Test Year Service DeDreoatlon DeDoslts && Test Year 

1 2 3 4 1nteni;onalty 5 Adjusted 
at end 

Left Of Of Plant-in- Accumulated Customer 

$ 1,397,271 $ 1,397,271 

455,092 455,034 28 

(28) $ - $ - $ - $ 942,179 $ 942,207 $ - $  

197,973 

(86,711) (4) 

5,065 

197,973 

(86,715) 

5,065 

(28) $ 4 $ (5,065) $ - $ 825,856 $ 830,945 $ - $  Total 

SUPPORTING SCHE DUES: 
6-2, pages 3-5 
E- I  

RECAP SCHEDULES: 
8-1 



Utility Source. LLC ~ Wastewater Division 
Test Year Ended December31,2012 

Oriiinal Cost Rate Base Proforma Adpstments 

Exhibit 
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Adjustment Number 1 Wltness: Bourassa 

Plantin-Service 
Line 
- No Adiustments 
1 A - B G - D E 
2 
3 Adjusted Required to Intentionally Intentionally Intentionally Intentionally Adjusted 
4 Acct Onginal 
5 & Descriotion rn 
6 351 Organization Cost 
7 352 FranchiseCost 
8 353 Land and Land Rights 105,000 105,000 
9 354 Structures 8 Improvements 56,350 56,350 
10 355 Power Generation Equipment 2,879 2,879 
1 1  360 Collection Sewers - Force 
12 361 Collection Sewers - Gravity 260,553 260,553 
13 362 Special Collecting Structures 
14 363 Servcies to Customers 60,375 60,375 
15 364 Flow Measunng Devices 
16 365 Flow Measuring Installations 
17 366 ReuseServices 3,450 3,450 
18 367 Reuse Meters and Meter Installation: 
19 370 Receiving Wells 
20 371 Pumping Equipment 
21 374 Reuse Oistibution ReseNiots 
22 375 Reuse Transmission and Distributior 
23 380 Treatment 8 Disposal Equipment 903,992 903,992 
24 381 Plantsewers 
25 382 Outfall Sewer Lines 
26 389 Other Plant & Misc Equipment 
27 390 Wice Fumfiure &Equipment 4,672 (42 1 ) 4,251 
28 390.1 Computers 8 Software 421 421 
29 391 Transportation Equipment 
30 392 Stores Equipment 
31 393 Tools, Shop & Garage Equipment 
32 394 Laboratoly Equipment 
33 395 Power Operated Equipment 
34 396 Communication Equipment 
35 397 Miscellaneous Equipment 
36 398 Other Tangible Plant 
37 TOTALS J 1,397,271 $ (0) s - $  - $  - $  - $ 1,397,271 
38 
39 Plant-in-Service per Books $ 1,397,271 
40 
41 Increase (decrease) in Plant-in-Service a 
42 
43 Adjustment to Plant-in-Service 
44 

- 
Adjustments Rebuttal 

Reconcile to Lefl Lefl Len Lefl Onginal 
w w Blnak Blnak w 

45 SUPPORTING SCHEDULES 
46 8-2 pages 3 1 
47 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 1 -A 

Reconcilation to Reconstructed Plant-in-Service 

Acct. 
- No. 
351 
352 
353 
354 
355 
360 
36 1 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Severs - Force 
Collection Sewers -Gravity 
Special Collecting Structures 
Servcies to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installatior 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reserviors 
Reuse Transmission and Distributio 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS $ 1,397,271 $ 1,397,271 $ (0) 

SUPPORTING SCHEDULE 
B-2, pages 3.2 - 3.8 

Adjusted 
Orginal 
- cost 

105,000 
56,350 
2,879 

260,553 

60,375 

3,450 

903,992 

4,672 

Plant 
Per 

Reconstruction 

105,000 
56,350 
2,879 

260,553 

60,375 

3,450 

903,992 

4,251 
421 

Exhibit 
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Adjustment 
Reauired 

(421) 
421 



u~lltuSoursc. LLC . Warkmler DIvl~ion 
Plant Addtbms and Rebrsmmh 

1 
2 
3 
4 
5 
5 
7 
6 
9 
10 

10 

10 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
6 
8 
6 
6 
9 
10 
I1 
12 
13 
14 

5 

351 Orgsnizabon 
352 Franchise 

353 Land 
354 s1rUcturss 6 1mprovsmsnts 
355 Power Gsnersbon 
350 Colleclon Sswer Forced 
351 Collecbon Sewers Gravily 
362 Spsual Collecting Sbuctures 
363 Curmmer Services 
364 Flow Measuring Devices 
365 Flow MaaSurlng h881labonS 
366 Re"= Services 
367 Reuse Meters And Ina~llabon 
370 Recewng Wells 
371 Pumping Equipment 
374 Re"* DbeJJtbubon Rssewoim 
375 

381 Plant Sewers 
382 O h 1 1  Sewer LIWS 
389 
390 office Fummre 61 E ~ u I ~ ~ ~ ~  
390 1 Computers and S o h m  
391 Trarspmbon Equipment 
392 Stoms Equipment 
393 
394 Labomlory Equip 
395 P o w r  Ownled  Equipment 

397 Mlbcsllaneous Equipmen1 
398 WlerTangibls Plant 

Reuse Trans m d  Dis Sysiem 
380 Treamnt  a D ~ ~ ~ ~ . I  ~~~~~~~t 

Oher Sew, Plant 6 E q u i m n l  

Tools Shop And Garage Equip 

396 CommunlSBbon Equop 

5 TOTALS 

=-I- 
O 00% 
0 W% 
0 00% 
3 33% 
5 W% 
2 00% 
2 00% 
2 W% 
2 00% 

l o w %  
l o w %  
2 00% 
8 33% 
3 33% 

1250% 
2% 
2 50% 
5 W% 
5 m  
3 33% 
667% 
6 67% 

20 W% 
4 00% 
5 00% 

l o w %  
5 W% 

l o w %  
low% 
l o w %  

20 mr  

105,000 
55 350 
2.879 

250.553 

60,375 

3.450 

890.485 

Dspmc AI 

lZ!aLm 

2.81 
21 

7.81 

1 81 

51, 

66.781 

20% 
Adpled Adjusted Plant Plant 

Addimanr Plant Plant Rebmmtlnls Rebmment Plrni Salmga Dapmuabon 

( & & & & & & ! g & 4 M p n n r L & & & ) ~  " - e & u l c a b l u w  

1676 
144 

5.211 

1.208 

69 

44.524 

53.032 1.379.WZ 132.995 

Plant 

R&!!LQ 

105.WO 
56,350 
2.879 

250.553 

60,375 

3,450 

890.485 

ACNm 

k!amE 

4.65 
3e 

13.02 

3.01 

58 

111.31 



Utlllwso"rce, LLC . wa.IQmIQr In"l.lon 
Plant Additions and ReOremenh 

0 W% 
0 00% 
0 W% 
3 33% 
5 00% 
2 W% 
203% 
2 00% 
2 00% 

10M% 
low% 
203% 
8 33% 
3 33% 
1250% 
2 50% 
2 50% 
5 00% 
5 00% 
3 33% 
8 67% 
6 67% 
20 03% 
20 W% 

4 00% 
5 W% 

503% 
1OW% 
10 W% 
10W% 

tomu 

1 
2 
3 
4 

5 
6 
7 
8 
8 
10 

10 
10 
12 
13 
14 
15 
16 
17 
16 
18 
20 
21 
22 
23 
24 
25 
26 
26 
26 
26 
26 
29 
30 
31 

32 
13 
34 
35 

351 Organilrbon 
352 Franchise 
353 Land 
354 structures a improvsmenta 
355 Power Genersbon 
360 Collecbon Sewer Forced 
361 Collecbon Sewers Gravily 
362 Speual Collsdng stuclursr 
363 Customer Sewcas 
364 Flow Msasunng DBVICB$ 
365 Flow Mearurlng Installabom 
386 RsvseSswices 
367 Reuse Meters And Inswabon 
370 Rec~iving Wells 
371 Pumping Equipment 
374 Reuse Ddnbmon Reservoirs 
375 
380 Trsrbnent 6 Disposal Equipment 
381 Plmt severs 
362 Ouffill Sewer Linrrs 

390 mce Furniture 8 Equipment 
380 1 Compuem and SoRwarr, 
381 Transpartabon Equipment 
392 Stores Equipment 
393 
394 Laboratory Equip 
395 Power Opentsd Equipmnt 
3% Communicabon Equip 
397 Mlocellansous Equipment 
396 m e r  TangiMe Plant 

Reuse Tmns and Did Sysem 

389 omor s a w  piant 8 ~~~~~~~~t 

Tool% Shop And Garage Equip 

16 TOTALS 

1,675 
144 

5,211 

1.208 

68 

44.524 

Plant 
bhQ 

1@5000 
56350 
2.879 

260.553 

w.375 

3 450 

880.485 

AcPlm 
r&Qws 

6.58 
50 

1823 

4.22 

65 

15583 

53.032 1378.082 186 027 



Exhibit 
RBPlrdW Schedule 8-2 

Allowsd 
Deprec 

Rate 

2W8 
Admsled Plant Adwsled Plant 

Addllons Plant Plant Rehremenia Rehrement Plant Salvage Dapreast~on 
1PwBookrI Adusmenk LPw Bookri Adlurtmenn Rebrcmenls I 

N A R K  
.,ne kco"" ,  

No Na Dersriobon 

0 00% 
0 00% 
0 00% 
3 33% 
5 00% 
2 W% 
2 00% 
2 00% 
2 W% 
low% 
1000% 
2 03% 
6 33% 
3 33% 
1250% 
2 50% 
2 50% 
5 w K  
5 W% 
3 33% 
8 67% 
667% 
20 W% 
20 00% 
4 00% 
5 00% 
low% 
5 00% 
low% 
low% 
1003% 

1 

2 
3 
4 
5 
6 
7 
8 
9 
10 
10 
10 
12 
13 
14 
15 
16 
17 
18 
I9 
0 
1 
2 
3 
4 
5 
6 
6 
8 
6 
6 
9 
0 
1 
2 
3 
4 
5 

k 

13507 

2552 

351 Organiiabon 
352 Franchise 
353 Land 

355 Pow, Gansmbon 

361 Callecbon Ssnaro GRV~O~ 
362 Speual Collssllng Stuchrres 
363 CY**rn, sew,can 
364 Flow Msrauring Devices 
365 Flow Measuring Insbllabono 
358 RWM SBNIC~S 
367 Reuse MetersAnd I ~ b l l s b o n  
370 Receiving Walls 
371 Pumping Equipment 
374 R ~ Y Y )  Dihbibmen R~MNOIP. 
375 
380 Tresfmentb D#bponal Equipment 
381 Plant Sewers 
382 Outfall Sswr ~ i n e s  
389 

190 1 Computers and Software 
391 Transporbbbon Equipmen1 
392 Stores Equipment 
393 
394 Laboratory Equip 
395 Power Operated Equipmnt 
396 Communicalon Equip 
397 Mluellaneouo Equspmsnt 
398 oms, T W , ~ I ~  piant 

354 structuma a Impr0"Bme"tE 

36U Collecbon S e w r  Forced 

Reuse Tmns and D8d Sy-m 

Omer Sswr Plant 8 Equipment 
390 omce F ~ ~ ~ ~ u ~ ~  a Eqvlpment 

Tools Shop And Garage Equip 

TOTALS 

13.507 

2.552 

1.876 
144 

5.211 

1.208 

69 

44.852 

85 

Plant 

@.a!!% 

105,wO 
56 350 
2.879 

260.553 

60.375 

3.450 

903,992 

2,552 

ACC"m 

PaPreE. 

6.44 
64 

23.45 

5.43 

72 

200.69 

8! 

16,059 16.059 53.455 1395.151 239.482 



UUllly Source. LLC - Washwater Dlvlslen 
Plan1 Additions and Rsbremen~s 

All-d 
Deprec 

Rate 

Exhibit 
Reporder Schedule 8-2 

L W Y  
Adjusted Plant Adpmd Plant 

Addloons Plant Plant Re18mments Rabrement Plant Salvage Depmc8ebon 

n & . C S a k & ? l r & ! a  
,Per&&,$ Ad#uatmenDr' 

NARUC 
.#ne Account 

No No Dercr,.bon 

0 00% 
0 W% 
O w *  
3 33% 
5 W% 
2 W% 
2 W% 
2 W% 
2 00% 
( O W %  
1003% 
2 00% 
6 33% 
3 33% 
1250% 
2 50% 
2 50% 
5 00% 
5 00% 
3 33% 
6 67% 
6 67% 

2OW% 
20 W% 
4 00% 
5 00% 

10 W% 
5 W% 
10W% 
lam% 
low% 

1 
2 
3 
4 
5 
6 
7 
6 
9 
10 
10 
10 

12 
13 
14 
15 
16 
17 
16 
19 

20 
21 

22 
23 
24 

5 
6 
6 

6 
6 
6 
9 
10 
I1 
12 
3 
4 
5 

351 Orgsniiabon 
352 Franchise 
353 Land 
354 StRlHYreS 6 lmprovsmsnto 

355 Pawl Gsnsrrbon 
360 Collecbon Srrwr Forced 
361 Collecbon Sew16 Graviv 
362 speusl collgbng sbumrraa 
363 curnmsr SBNIC.6 

3M Flow Me86unng DBYICBS 
365 Flow Msasunng Inotallabons 
365 Reuse S~NICBS 
367 Rsuse Meters And lr)8ta118b0n 
370 Receivir@ Walls 
371 Pumping Equipment 
374 Reuse Doe4bubon Reservoirs 
375 Rsuse Trans and System 
380 Treatment 6 Disposal Equlpmeof 
361 Plant Sswsrs 
362 Ouffill Sews. Lines 
369 
390 omse F W ~ ~ U E  a ~~~~~~~~t 

omsi sewer piant a ~~~~~~~~t 

3 9 0  1 ComoUfBrr and So-re 

391 Transpmlon  Equipment 
392 Stores Equipment 
393 
394 Laborably Equip 
395 Power O p n l e d  Equipmnt 
3% Communiolbon Equip 
397 Miocellaneous Equipment 
398 m e r  TsngiMe Plan1 

Tools Shop And Garage Equip 

TOTALS 

1.676 
I44  

5.211 

1,208 

69 

4 5 . m  

1 70 

Plant 

R&!E 

lC6,oW 
56.550 
2.879 

260.553 

60,375 

3.450 

9m.992 

2.552 

A-m 

&RE€ 

10.32 
79 

26.66 

6.64 

7s 

245.8% 

25: 

- 53.878 1,395.151 293.360 



UtlllW Source. LLC - Wsrbwater DIvlsl~n 
Plant Additions and Rsbrement. 

Allowsd 
Deprsc 

R a y  

Exhibrt 
Rsplnder Schedule 8-2 
Page 3 6 

2010 
Adjustad Plant Adjusted 

Addlbons Plant Plant Rehmmsnt. Rebrenmnl Plant Salvage Depreuabon 
Plant 

1PsrBookrl - k - -  me 

0 00% 
000% 
0 00% 
3 33% 
500% 
2 00% 
2 00% 
2 w 1 (  
2 W% 

lOW% 
low% 
2 03% 
8 33% 
3 33% 

1250% 
2 50% 
2 50% 
5 00% 
5 00% 
3 33% 
6 67% 
6 67% 

20 W% 
20 00% 

4 W% 
5 00% 

low% 
5 W% 

1OW% 
low% 
low% 

NARUC 
LlW Account 

y g *  D e w i d o n  

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
10 
10 
12 
13 
14 

15 
16 
17 
16 
19 

20 
21 
22 
23 
24 
25 
26 
6 

26 
6 
6 
9 
IO 
I1 
12 
13 
14 
5 

351 Organmalon 
352 Frmchse 
353 Land 

354 sbuchlrss a improvement. 
355 Power Gmerabon 
360 Collscbon 5e-r Forced 
361 Colbcbon 5 e w m  Gravdy 
362 5peaal Collsctlng 5'ruchlres 
363 cu*tOme,r 5BNIC.S 

364 Flaw Measuring Dsacas 
366 Flow Maasunng Inrlslllons 
366 Reuse S ~ N I C ~ S  
367 Reuse Maters And 111sBllabDn 
370 Receiving wells 
371 Pumping Equipment 
374 Reuse Dieribudon Resewotrs 
375 Reuse Trans and DiS System 
380 Treatment a D ~ S P O ~ I  E~~~~~~~ 
361 Plant Sewers 
362 Ouffill Sewer Lmes 
369 
390 ofice ~ ~ ~ ~ t ~ l ~ ~  a ~~~~~~~~t 

390 1 Computers and S o b r e  
391 Tmnspoltabon Equipmsnt 
392 Stores Equipment 
393 Tools S h o p h d  Garage Equtp 
394 Laborably Equip 
395 PO-r Operated Equipment 
396 Communlcabon Equip 
397 M4SCellane0~6 Equipment 
398 Omer Tangible Plant 

omer sewsr piant a ~~~~~~~~t 

6 TOTALS 

1.876 
144 

5,211 

1.208 

69 

45.200 

170 

Plant 

w 

1ffi.oW 
56,350 
2,679 

260.553 

80.375 

3,450 

903.892 

2.552 

ACWm 

QwmZ 

12.1! 
9: 

33.% 

7.8' 

8E 

291.09 

42 

- 53.878 1395.151 347.231 



Utll,ty Source. LLC - Waslawater Dlvlslon 
Plant Addlflonh and Rebrement. 

Allouled 
Deprec 

Rate 

Exhibrt 
Repinder Schedule 8-2 
Pap* 3 7 

201 1 
A d w e d  Plant Admlustsd 

Addibonc Plant Plant Rebramem Rebrement Plant 5alvspe bpmaabon 

Plant 

l P o r B m k o l  

0 W% 
O W  
0 W% 
3 33% 
5 00% 
2 W% 
2 m  
2 00% 
2 03% 
low% 
TOW% 
2 m  
8 33% 
3 33% 
12 50% 
2 50% 
2 SO% 
5 W% 
5 00% 
3 33% 
667% 
6 67% 
20 W% 
20 W% 
4 W% 
5 03% 

low% 
5 00% 
lOW% 
10W% 
10 M% 

NARUC 
Llne Account 

& &  Deruidon 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
10 
10 
12 
13 
1 4  
15 
6 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
26 
26 
26 
26 
29 
30 
I1 
12 
13 
14 
15 

351 Orgsnizabon 
352 Fmmchse 
353 Land 

354 Slrychlres 6 Impovemenls 
355 P O W r  Genersbon 
380 Collecbon Sswr Forced 
361 Colls&on 5 8 ~ ~ s  Gravity 
362 5peual Collecong Slryuchnss 
363 Cusbmsr 5em1ces 
3M Flow Messunng Dsaces 
365 FlOW Msarurlng Insbllabons 
355 RWEe S e W l c e S  

367 R e u s  Meters And Insbllalon 
370 Receiving Wells 
371 Pumping Equipment 
374 Reuse Dllnbubon Resewairs 
375 
380 Treatment 6 Disporal Equipment 
381 Plant Sewrs  
382 Ouffili Sewer Lines 

390 O I s s  FurniUrtl 6 Equipment 
390 1 Computersand Software 
391 Transpartabon Equipment 
392 Stores Equipment 
393 
394 Laboratory Equip 
395 Powr Operalad Equipment 

397 Miscetlrnaoua Equipment 

Reuse Trans and Dist Syrtsm 

389 omer sew, Piant 6 ~~~~~~~~t 

Tools Shop And Garage Equip 

396 Communlcabon Equlp 

398 OherTanglMa Plant 

16 TOTAL5 

1.876 
144 

5.21 1 

1.208 

89 

45.200 

170 

Plant 

JwEQ 

1ffi.wO 
56,350 
2.879 

260,553 

80.375 

3 450 

903,992 

2,552 

Acwm 
RQw.!z 

14.07 
1.08 

39.08 

9.051 

93. 

336.296 

5% 

- 53.878 1,395,151 401,115 



Exhibit 
RBmlndsr Schedule 6-2 

2 W% 
2 00% 

1000% 
10 M% 
2 00% 
8 33% 
3 33% 
1250% 
2 50% 
2 50% 
5 00% 
500% 
3 33% 
6 67% 
687% 
2000% 
20 03% 
4 00% 
500% 
1000% 
5 00% 

low% 
1000% 
low% 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
10 
10 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
26 
26 
26 
26 
29 
30 
31 
32 
33 
34 
35 

1698 
421 

351 Orgsnlzabon 
352 Franchise 
353 Land 
354 smrrmrsa a improvsmnt. 
355 Powr Genersbon 
360 Collscbon Sewer Forced 
361 CDllecbOn Sam- Gravily 
362 Spsual Collsdlng sbuchlreo 
363 customer selvlcsa 
364 Flow Measuring Devrcer 
365 Flow Msasunng lns~llsbonr 
366 Reuse Services 
367 Reuse Meters And lnsbllabon 
370 R~csiving Wells 

374 Reuse Dirtribvbon R ~ ~ N O I T S  
375 
380 Treatment 8 Disposal Equipment 
381 Plant semrs 
382 OuLll Semr Liner 

371 Pumplng Equipment 

Reuse Trans and Dirt Sydsm 

389 ohsr sew, Piant a ~~~~~~~t 
390 omce F U W P ~ ~ ~  a E ~ ~ ~ ~ ~ ~ I  
390 1 Computarsand Sonwars 
391 TranspornDon Equipment 
392 Stores Equipment 
393 

395 Powr Operated Equipment 
396 Cornmunicabon Equip 

397 Ml=lbneoua Equipment 
398 OmerTasngiMa Plant 

Too16 Shop And Gam@ Equip 
394 Laboratory EqUlp 

36 TOTALS 

1.6% 
421 

1.876 
144 

5.211 

1.208 

69 

45.200 

227 
42 

p1an1 

la5,WO 
56,350 
2.879 

260.553 

60,375 

3.450 

903.992 

4.251 
421 

A-m 

Q%m& 

Is,= 
1.2; 

44.25 

10.26 

1 .w 

381.49 

82: 
4: 

2.119 53 977 1.397.271 455.092 
2.119 



Line 
- No 
1 
2 
3 
4 Acct 
5 L$a Descnwtion 
6 351 Oraanization Cost 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Onginal Cost Rate Base Proforma Adjustments 
Adjustment Number2 

Accumulated DeDreciation 

Adiustments 

Exhibit 
Rejoinder Schedule 5 2  
Page 4 
Wltneos. Bourassa 

~~ 

A - B - C D - E 
Adptments Rebuttal 

Adjusted Required to Intentionally lntentionallv lntentionallv lntentionallv Adlusted 
Aicum. Reconcile to Left Lefl Lefl Len Accum. 
penr. Bhh mak Bhh mak Q%!L 

352 F&chtse Cost 
353 Land and Land Rights 
354 Structures 8 improvements 15.950 15,950 
355 Power Generation Equipment 1,224 1,224 
360 Collection Sewers - Force 
361 Collection Sewers -Gravity 44,294 44,294 
362 Special Collecting Structures 10,264 10,264 
363 Servcies to Customers 

365 Flow Measuring Installations 
366 Reuse Services 
367 
370 Receiving Wells 
371 Pumping Equipment 381,495 381,495 
374 Reuse DistnbuKin ReseNlon 
375 Reuse Transmission and Distribution 
380 Treatment B Disposal Equipment 837 (14) 823 
381 Plant Sewers 42 42 
382 Outfall Sewer Lines 
389 
390 m i c e  Furniture B Equipment 

390.1 Computers a Software 
391 Transportation Equipment 
392 Stores Equipment 
393 
394 Laboratory Equipment 
395 Power Operated Equipment 
396 Communication Equipment 
397 Miscellaneous Equipment 
398 Other Tangible Plant 

364 Flow Measunng Devices 1.001 1,001 

Reuse Meters and Meter Installations 

Other Plant 8 Misc Equipment 

Tools, Shop 8 Garage Equipment 

TOTALS $ 455,064 $ 28 5 - $  - $  - $  - $ 455.092 

Accumulated Depreciation per Books $ 455,064 

Increase (decrease) In Accumulated Deprecmhon a 28 

Adjustment to Accumulated Depreciation $ 28 

SUPPORTING S C H E D U B  
8-2. pages 4.1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31, 2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment Number 2 -A 

Reconcilation to Reconstructed Accumulated Deweciation 

Acct. 
- No. 
351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
38 1 
382 
389 
390 

390.1 
391 
392 
393 
394 
395 
396 
397 
398 

DescriDtion 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Severs - Gravity 
Special Collecting Structures 
Servcjes to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installatior 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reserviors 
Reuse Transmission and Distributio 
Treatment & Disposd Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop  & Garage Equipment 
Laboratoly Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 

Adjusted 
Accumulated 
DeDreciation 

15,950 
1,224 

44,294 
10,264 

1,001 

381,495 

837 

Accumulated 
Depreciation 

Per Plant 
Reconstruction 

15,950 
1,224 

44,294 
10,264 

1,001 

381,495 

823 
42 

Adjustment 
Reauired 

(14) 
42 

Other Tangible Plant 
TOTALS $ 455,064 $ 455,092 $ 28 

SUPPORTING SCHEDULE 
B-2, pages 3.2 - 3.8 

Exhibit 
Rejoinder Schedule B- 
Page 4.1 
Witness: Bourassa 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment 3 

Contributions-in-Aid of Construction (CIAC) and Accumulated Amortization 

Computed balance at end of test year 

Adjusted balance at end of test year 

Increase (decrease) 

Adjustment to CIACIAA ClAC 
Label 

SUPPORTING SCHEDULES 

8-2, page 5.1 
E-I 

Exhibit 
Rejoinder Schedule 8-2 
Page 5.0 
Witness: Bourassa 

Gross Accumulated 
- ClAC Amortization 

$ 197,973 $ 86,715 

$ 197,973 $ 86,711 

$ $ 4 

$ $ (4) 
3a 3b 



Utillty Source U C  - Wastevater Divsion 
Test Year Ended DEcember 31 a 1 2  
Contributons-mad of Construdion (CIAC) 

Line 
No 
1 
2 
3 
4 
5 ClAC 
6 
7 Amortuation Decsion No 70140 
8 Amortuation Rate 
9 Amortuation (1/2 y convention) 
10 Accumulated Anortizatwn 
11 
12 NetClAC 
13 
14 
15 
16 
17 
18 
19 
20 ClAC 
21 
22 
23 
24 Amortization Rate 
25 Amortuation (112 y convention) 
26 Accumulated hort izatwn 
27 
28 NetClAC 
29 
30 

- 

197,973 197,973 197,973 197,973 197,973 

I 72,4251 

I 4.16% 
8,240 

20,665 

4.16% 4.14% 4 18%l 
8,240 8,203 8,268 

28,903 37,109 45,376 I 
I 

185,548 1 - 177,308 ~ 169.037 - 160,855 - 152,587 

- 197,973 - 197,973 - 197,973 

4 18% 
8,268 

70,178 

4.18% 
8,268 

78,446 

4.18% 
8.269 

86,715 

- 127,795 - 119,527 - 111,258 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 

a 

Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Original Cost Rate Base Proforma Adjustments 
Adjustment 4 

Customer Deposits 

Staff recommended balance 

Book balance at end of test year 

Increase (decrease) 

SUPPORTING SCHEDULES 
Testimony 

Exhibit 
Rejoinder Schedule 8-2 
Page 6 
Witness: Bourassa 

$ 5,065 

!% 

$ 5,065 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Computation of Working Capital 

Exhibit 
Rejoinder Schedule B-5 
Page 1 
Witness: Eourassa 

Cash Working Capital (1/8 of Allowance 
Operation and Maintenance Expense) 

Pumping Power (1/24 of Pumping Power) 
Purchased Water (1/24 of Purchased Water) 
Prepaid Expenses 

Total Working Capital Allowance 

Working Capital Requested 

Total Operating Expense 
Less: 
Income Tax 
Property Tax 
Depreciation 
Purchased Water 
Pumping Power 
Allowable Expenses 
118 of allowable expenses 

SUPPORTING SCHEDULES: 
E-1 

$ 16,175 
1,092 

527 

$ 17,795 

$ 

Adiusted Test Year 
$ 202,851 

$ (1 5,616) 
4,401 

45,791 
12,659 
26,213 

$ 129,403 
$ 16,175 

RECAP SCHEDULES: 
B- 1 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31.2012 

Income Statement 

Exhibit 
Rejoinder Schedule C-I 
Page 1 
Witness: Bourassa 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 

Revenues 
Flat Rate Revenues 
Unmetered Water Revenues 
Other Water Revenues 

Operating Expenses 
Salaries and Wages 
Purchased Water 
Purchased Power 
Sludge Removal 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Contractual Services - Accounting 
Contractual Services - Professional 
Contractual Services - Maintenance 
Contractual Services - Other 
Water Testing 
Rents 
Transportation Expenses 
Insurance - General Liability 
Insurance - Health and Life 
Reg. Comm. Exp. - Other 
Reg. Comm. Exp. - Rate Case 
Miscellaneous Expense 
Bad Debt Expense 
Depreciation and Amortization Expense 
Taxes Other Than Income 
Property Taxes 
Income Tax 

Total Operating Expenses 
Operating Income 
Other Income (Expense) 

Interest Income 
Other income 
Interest Expense 
Other Expense 

Total Other Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES: 
C-I. page 2 
E-2 

Test Year 
Adjusted 
Results 

$ 
116,023 

5,261 
$ 121,284 

$ 

26,213 
12,659 
5,400 

2,446 
20,135 

1,920 

46,650 
5,669 

3,250 
2,186 

7,187 

10,000 
13,152 

45,744 

4,476 
( 1 3,545) 

$ 193,541 
$ (72,257) 

$ 
$ (72,257) 

Rebuttal Rebuttal 
Test Year Proposed Adjusted 
Adjusted Rate with Rate 

Adiustment Results Increase Increase 

$ - $  - $  - $  
116,023 209,436 325.458 

(1,820) 3,441 3,441 
$ (1.820) $ 119,464 $ 209,436 $ 328,900 

- $  $ 

26,213 
12,659 
5,400 
7,187 
2,446 

20,135 
1,920 

46,650 
8,858 14,527 

(1,750) 1,500 
2.186 

26,213 
12,659 
5,400 
7,187 
2,446 

20,135 
1,920 

46,650 
14,527 

1,500 
2,186 

6,667 16,667 
(2,366) 10,786 

48 45,791 

16,667 
10,786 

45,791 

(75) 4,401 2,576 6,977 
(2,071) ( 1 5,616) 32,628 17,012 

$ 9,310 $ 202,851 $ 35,204 $ 238,056 
$ (11,130) $ (83,387) $ 174,232 $ 90,844 

$ - $  - $  - $  
$ (11,130) $ (83,387) $ 174,232 $ 90,844 

RECAP SCHEDULES: 
A- 1 



ut i l i  Soume. LLC .Wastewater Division 
TestYearEndedDece&er 31.2012 
Income Statement 

2 
3 
d 

5 
6 

8 
9 
t o  
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23  
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 

Re"*""=* 
Flat Rate Revenues 
Measured Revenues 
Omer Water Revenues 

Operating Expenses 
Salanes and Wages 
Purchased Water 
Pwchased Powet 
Sludge Removal 
Chemicals 
Materials and Supplies 
Office Supplies and Expense 
Conlrachlal Sewices - Acccunbng 
Contractual Services - Professional 
Contactual Sewices - Maintenance 
Contractual Services - Other 
Water Testing 
Rents 
Transportatlo" Expenses 
Ibutance - General Liability 
Insurance - Healm and Lbfe 
Reg Comm Exp. -0mer 
Reg. Comm Exp. -Rate Case 
M~~cel laneo~s Experse 
Bad Debt €-me 
Deprec. and Amart E,q 
Taxes Mher Than Income 

Income Tax 
Propem Taxes 

Total Operating Expenses 
Operating lnsom 
Other Income (Expense) 

Interest Income 
omer ,"Come 
Interest Expense 
omer Expeme 

Total M e r  Income (Expense) 
Net Profit (Loss) 

SUPPORTING SCHEDULES 
c - 2  
E-2 

Exhibil 
Rejoinder Schedule C- l  

Wlbless Bourassa 
Page 2 I 

LABEL>>,>> 1 2 3 4 5 6 7 
Ri le  Tesl Year 

Adjusted Properly Case Revenue Water Auto Telephone 
De~reciatioo U &&&ne!j 

s -  
116,023 

5.261 (1,820) 
s 121,284 s - s - s - s (t.azo) s - 5  - 5  

$ -  

26213 
12,659 
5 . 4 w  
7,187 
2,446 

20.135 
1,920 

46,650 
5,669 

3.250 
2,186 

8,858 

11.750) 

10,000 6,667 
13,152 (2,366) 

45,744 48 

4.476 (75) 
113.545) 

$ 193,541 $ 48 S (75) $ 6,667 S - S 8,858 5 (1,750) $ (2,3€6k 
5 (72.257) 5 (48) S 75 S (6.667) S 11,820) 5 18,858) S 1 . 7 9  S 2.366 



Utility Source. LLC .Wastewater Division 
Test Year Ended DecemSer 31,2012 
Income Statement 

Ll"e 
&' 

1 Revenuer 
2 Flat Rate Revenues 
3 Measured Revenues 
4 m e r  Water Revenues 
c, 

6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 

Operating Expenses 

Purchased Water 
Purchased Power 
Sludge Removal 
Chemicals 
Matenals and Supplies 
Office Supplies and Expense 
Contractual Services - Accwnting 
Contractual Services - Prokssional 
Cornactual Services -Maintenance 
Contrachlal Sewlces - m e r  
water TeSeng 
Rents 
Transpodatlon Expenses 
Insurance - General LlablhV 
Insurance - H e a h  and Ltfe 
Reg. Comm. Exp - Other 
Reg Comm E-. -Rate Case 
M~scellanew~ Expeme 
Bad Debt Epenre 
Deprec and Amod E p  
Taxes m e r  Than Income 
Propem, Taxes 
Income Tax 

Salarles and wages 

32 Total Operating Expenses 
33 operating I " C 0 I m  

34 Other Income (Expenre) 
35 Interest I"C0me 
36 Ofher income 
37 Interest Epense 
38 Other Expenre 
39 
40 Total Other Income (Expense) 
41 Net Pmf~ (LOSS)  
42 
43 SUPPORTING SCHFDULES. 
44 c-2 
45 E-2 

8 9 10 11 Rebuttal 

Blank m m I a E € & & &  

l"te"tlonal1y lntentlonally IntenGnally Test Year 
Len L d l  L d l  Income Adjusted 

6 

Exhibit 
Rejdnder Shedule C-1 
Page 2.2 
vyibless: Bo"r.ssa 

Rebuttal 
Proposed Adjusted 

Rate with Rate m -  
s 

116,023 209,436 325.458 
3,441 3 441 

6 - 6  - 6 - - S 119,464 6 209,436 $ 328:900 

s -  6 -  

26.213 
12.659 
5,400 
7,187 
2.446 

20,135 
1.920 

46,650 
14.527 

1.5W 
2.186 

16,667 
10,786 

26.213 
12,659 
5,400 
7,187 
2.446 

20.135 
1.920 

46.650 
14,527 

1.5W 
2.186 

16,667 
10.786 

45,791 45.791 

4,401 2.576 6,977 
(2.071) (15,616) 32,628 17,012 

s - s  - 5 - 6 (2,071) 6 202,851 5 35.204 S 238,056 
s - s  - S - S 2.071 S (83.387) $ 174,232 6 90.844 



Line 
- No. 

1 
2 
3 
4 Revenues 
5 
6 Expenses 
7 
8 Operating 
9 Income 
10 
11 Interest 
12 Expense 
13 Other 
14 Income/ 
15 Expense 
16 
17 Netlncome 
18 
19 
20 
21 
22 
23 
24 
25 Revenues 
26 
27 Expenses 
28 
29 Operating 
30 Income 

32 Interest 
33 Expense 
34 Other 
35 Income/ 
36 Expense 
37 
38 Netlncome 
39 
40 

31 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31, 2012 

Adjustments to Revenues and Expenses 

Exhibit 
Rejoinder Schedule C-2 
Page 1 
Witness: Bourassa 

Adiustments to Revenues and ExDenses 
- 1 - 2 - 3 - 4 3 g 

Subtotal 
Depreciation Property Rate Case Revenue Water Auto 

Expense - Taxes ExDense Adiustment Testinq ExDense 
(1,820) (1,820) 

4a (75) 6,667 8,858 (1,750) 13,747 

(48) 75 (6,667) (1,820) (8,858) 1,750 (15,567) 

Adiustments to Revenues and ExDenses 

Intentionally Intentionally Intentionally 
Telephone Len Len Len Income 
ExDense - Blank Blank &I& - Taxes 

- 7 - 8 - 9 10 - 11 Subtotal 

(1,820) 

(2,366) (2,07 1 ) 9,310 

2,366 2,071 (1 1,130) 



Line - No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 
41 
42 
43 
44 
45 
46 
47 
48 
49 
50 
51 

Acct. 
No. 
351 
352 
353 
354 
355 
360 
361 
362 
363 
364 
365 
366 
367 
370 
371 
374 
375 
380 
381 
382 
389 
390 

390 1 
391 
392 
393 
394 
395 
396 
397 
398 

- 

Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Adjustments to Revenues and Expenses 
Adjustment Number 1 

DeDreciation ExDense 

Description 
Organization Cost 
Franchise Cost 
Land and Land Rights 
Structures & Improvements 
Power Generation Equipment 
Collection Sewers - Force 
Collection Sewers - Gravity 
Special Collecting Structures 
Servcies to Customers 
Flow Measuring Devices 
Flow Measuring Installations 
Reuse Services 
Reuse Meters and Meter Installations 
Receiving Wells 
Pumping Equipment 
Reuse Distribution Reserviors 
Reuse Transmission and Distribution 
Treatment & Disposal Equipment 
Plant Sewers 
Outfall Sewer Lines 
Other Plant & Misc Equipment 
Office Furniture & Equipment 
Computers & Software 
Transportation Equipment 
Stores Equipment 
Tools, Shop & Garage Equipment 
Laboratory Equipment 
Power Operated Equipment 
Communication Equipment 
Miscellaneous Equipment 
Other Tangible Plant 

TOTALS 

Less: Amortization of Contributions 
Total Depreciation Expense 

Adjusted Test Year Depreciation Expense 

Increase (decrease) in Depreciation Expense 

Adjustment to Revenues and/or Expenses 

SUPPORTING SCHEDULE 

Original - cost 

105,000 
56,350 
2,879 

260,553 

60,375 

3,450 

903,992 

4,251 
421 

Adjusted 
Non-depreciable/ Original 
Fullv DeDreciated - cost  

(1 05,000) 
58,350 
2.879 

260,553 

60,375 

3,450 

903,992 

4,251 
421 

Exhibit 
Rejoinder Schedule C-2 
Page 2 
Witness: Bourassa 

ProDosed 
Rates - 

0.00% 
0.00% 
0.00% 
3.33% 
5.00% 
2.00% 
2.00% 
2.00% 
2.00% 

10.00% 
10.00% 
2.00% 
8.33% 
3.57% 

10.00% 
2 50% 
2.00% 
5.00% 
5.00% 
3.33% 
6.67% 
6.67% 

20.00% 
20.00% 
4.00% 

10.00% 
10.00% 
5.00% 

10.00% 
10.00% 
10.00% 

Depreciation 
ExDense 

1,876 
144 

5-21 1 

1,208 

69 

45,200 

284 
84 

10.00% 
(105,000) $ 1,292,271 $ 54,075 $ 1,397,271 $ 

Gross ClAC Amort. Rate 
$ 197,973 4.1845% $ (8.284) 

$ 45.791 

45,744 

A R  

$ 48 

52 8-2, page3 "Fully Depreciated 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 2 

Exhibit 
Rejoinder Schedul 
Page 3 
Witness: Bourass; 

Property Taxes 

Test Year Company 
as adiusted Recommended 

$ 119,464 $ 1 19,464 
2 2 

238,928 238.928 

Line 
- No. DESCRIPTION 

1 
2 Weight Factor 
3 
4 Company Recommended Revenue 1 19,464 328,900 
5 Subtotal (Line 4 + Line 5) 358,391 567,827 
6 Number of Years 3 3 
7 Three Year Average (Line 5 I Line 6) 119,464 189,276 
8 Department of Revenue Mutilplier 2 2 
9 Revenue Base Value (Line 7 * Line 8) 238,928 378,551 
10 Plus: 10% of CWlP (intentionally excluded) 
11 Less: Net Book Value of Licensed Vehicles 42 1 42 1 
12 Full Cash Value (Line 9 + Line 10 - Line 11) 238,507 378,130 

14 Assessment Value (Line 12 * Line 13) 47,701 75,626 
15 Composite Property Tax Rate - Obtained from ADOR 9.2262% 9.2262% 
16 Test Year Adjusted Property Tax Expense (Line 14 * Line 15) $ 4,401 $ 6,977 
17 Tax on Parcels 
18 Total Property Taxes (Line 16 + Line 17) $ 4,401 
19 Adjusted Test Year Property Taxes $ 4,476 

21 
22 Property Tax on Company Recommended Revenue (Line 16 + Line 17) $ 6,977 
23 Company Test Year Adjusted Property Tax Expense (Line 18) $ 4,401 
24 Increase in Property Tax Due to Increase in Revenue Requirement $ 2,576 
25 
26 Increase in Property Tax Due to Increase in Revenue Requirement (Line 24) $ 2,576 
27 Increase in Revenue Requirement $ 209,436 
28 1.23016% 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Company Adjusted Test Year Revenues 

Subtotal (Line 1 * Line 2) 

13 Assessment Ratio 20.0% 20.0% 

20 Adjustment to Test Year Property Taxes (Line 18 - Line 19) $ (75) 

Increase in Property Tax Per Dollar Increase in Revenue (Line 26 I Line 27) 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 3 

Rate Case ExDense 

Line 
- No. 

1 
L 
3 Estimated Rate Case Expense 
4 
5 
6 
7 Annual Rate Case Expense 
8 
9 Adjusted Test Year Rate Case Expense 
10 
11 Increase(decrease) Rate Case Expense 
12 
13 Adjustment to Revenue and/or Expense 
14 
15 
16 Reference 
17 Testimony 
18 
19 
20 

Estimated Amortization Period in Years 

Exhibit 
Rejoinder Schedule C-2 
Page 4 
Witness: Bourassa 

$ 50,000 

3 

$ 16,667 

$ 10,000 

$ 6,667 

$ 6,667 



Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 4 

Revenue Adiustment 

Line 
- No. 

1 
2 Revenue Adjustment 
3 
4 
5 
6 Total Revenue from Annualization 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment # 1 
13 
14 
15 
16 
17 
18 
19 
20 

Adjustment to Revenue and/or Expense 

Exhibit 
Schedule C-2 
Page 5 
Witness: Bourassa 

$ (1,820) 

$ (1,820) 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31, 2012 

Adjustment to Revenues and Expenses 
Adjustment Number 5 

Water Testing 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment #3 
13 
14 
15 
16 
17 
18 
19 
20 

Staff Recommended Water Testing Expense 

Adjuste Test Year Water Testing Expense 

Adjustment to purchased power expense (rounded) 

Adjustment to Revenue and/or Expense 

Exhibit 
Schedule C-2 
Page 6 
Witness: Bourassa 

$ 14,527 

$ 5,669 

$ 8,858 

8,858 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 6 

Auto Expense 

Line 
- No. 
1 
2 
3 Test Year Auto Expense 
4 
5 Staff Recommended Auto Expense 
6 
7 Adjustment to Revenues 
8 
9 
10 
11 
12 Reference 
13 Staff Adjustment #3 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 

Adjustment to Revenue andlor Expense 

Exhibit 
Schedule C-2 
Page 7 
Witness: Bourassa 

$ 1,500 

3,250 

$ (1,750) 

(1,750) 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31, 2001 

Adjustment to Revenues and Expenses 
Adjustment Number 7 

Telephone Expense 

Line 
- No. 

1 
2 Staff Recommended Telephone Expense 
3 
4 
5 
6 Adjustment to Revenues 
7 
8 
9 
10 
11 Reference 
12 Staff Adjustment #4 
13 
14 
15 
16 
17 
18 
19 
20 

Adjusted Test Year Telephone Expense 

Adjustment to Revenue andlor Expense 

Exhibit 
Schedule C-2 
Page 8 
Witness: Bourassa 

$ 2,366 

4,732 

$ (2,366) 

$ (2,366) 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2001 

Adjustment to Revenues and Expenses 
Adjustment Number 8 

Intentionally Left Blank 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Exhibit 
Schedule C-2 
Page 9 
Witness: Bourassa 



Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 9 

lntentionallv Left Blank 

Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

a 

Exhibit 
Schedule C-2 
Page 10 
Witness: Bourassa 



Utility Source. LLC - Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and Expenses 
Adjustment Number 10 

lntentionallv Left Blank 

Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Exhibit 
Schedule C-2 
Page 11 
Witness: Bourassa 





Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Adjustment to Revenues and/or Expenses 
Adjustment Number 11 

Line 
- No. 

1 Income Taxes 
2 
3 
4 Compauted Income Tax 
5 
6 
7 
8 
9 
10 
11 
12 
13 SUPPORTING SCHEDULE 
14 C-3, page2 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Test Year income tax Expense 
Adjustment to Income Tax Expense 

Exhibit 
Rejoinder Schedule C-2 
Page 12 
Witness: Bourassa 

Test Year Test Year 
at Present Rates at Proposed Rates 

$ (15,616) $ 17,012 
(13,545) (15,616) 

$ (2,071) $ 32,628 



Utility Source. LLC -Wastewater Division 
Test Year Ended December 31,2012 

Computation of Gross Revenue Conversion Factor 

Exhibit 
Rejoinder Schedule C-3 
Page 1 
Witness: Bourassa 

Line 
- No. Description 

1 Combined Federal and State Effective Income Tax Rate 
2 
3 Property Taxes 
4 
5 
6 Total Tax Percentage 
7 
8 
9 
10 
11 
12 
13 1 = Gross Revenue Conversion Factor 
14 Operating Income % 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 SUPPORTING SCHEDULES: 
26 C-3,page2 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 

39 
40 

Operating Income % = 100% - Tax Percentage 

38 

Percentage 
of 

Incremental 
Gross 

Revenues 
15.773% 

1.036% 

16.809% 

83. I 91 % 

1.202 1 

RECAP SCHEDULES: 
A- 1 



DOCKET NO WS-02676A-12-0196 

(A) (6) (C) 
Test Year 

Total 
wastewater 

$ 119,464 .$ 119.464 

s (99.003) s (99.W3) 

218.467 218,467 

2.8074% 2.8074% 
s 12.779) S (2,779) 
s 196.224) $ (96.224) 

13.3401% 13.3401% 
s (12,836) S (12.836.35) 

J (12.836) $ 112,8362 

U t i l i  Source. LLC .Wastewater Division 
T e d  Year Ended December 31,2012 

5 (15,616) 

Exhibit 

$ (15,6162 

DROSS REVENUE CONVERSION FACTOR 

s 328.900 
221.043 

Rejoinder Schedule C-3 
Page 2 
Witness' Bourarsa 

S 328.900 
221.043 

Line 
- NO 

5 107,856 

$ 104.828 

.$ 13.984 

2.8074% 
s 3,028 

133401% 

5 13,984 
F 17,012 

Calculslion of Gross Revenue Canversron Factor 
1 Revenue 
2 Uncolleclble Factor (bne 11) 
3 Revenues (L1 - U) 
4 
5 Subtotal (L3 - L4) 
6 

Combined Federal and State Income Tax and Property Tax Rate (Lme 23) 

Revenue Convenion Factor (L1 I L5) 

Calculation of UncoIisct!bie Faclar 

8 Combined Federal and State Tax Rate (L17) 
9 One Minus CDmbined Income Tax Rate (L l  L8 ) 
10 Uncollectible Rate 
1 1  

7 Unity 

Uncollectible Factor (L9 ' L10 ) 

$ 107.856 
2 8074% 

$ 3,028 
S 104,828 

S 13,984 
13.3401% 

$ 13,984- 
$ 17.012 

12 
13 
14 
15 
16 
17 

Calculatmn of Effectwe Tax Rate 
Operating Income Before Taxes (Anzona Taxable Income) 
Anzona State Income Tax Rate 
Federal Taxable Income (L12. L13) 
Applicable Federal Income Tax Rate (L55 Col F) 
Effective Federal Income Tax Rate (L14 x L15) 
Combined Federal and Stale Income Tax Rate (L13 tL16) 

ca&"lat,on of Effectwe P, OLWW rax Factw 
18 Unlly 
19 Combined Federal and State Income Tax Rate (L17) 
20 One Minus Cmbined Income Tax Rate (LlsL19) 
21 Property Tax Factor 
22 Effective Prapwty Tax Fador (L2O.Ul) 
23 Combined Federal and Slate Income Tax and Property Tax Rate (L17+U2) 

24 Required Operating Income 
25 AdjustedTeJt Year Operating Income (Loss) 
26 Required Increase in Operating Income ( U 4  - US) 

27 Income Taxer on Recommended Revenue (Cd (F), L52) 
28 Income Taxer on Test Year Revenue (Coi (C), L52) 
29 Required Increase m Revenue la Provide lor Income Taxes (L27 - U8) 
30 Recommended Revenue Requirement 
31 Uncollechble Rate (Lme 10) 
32 Uncollectible Expense on Recommended Revenue (L24. U5) 
33 Adjusted Test Year Uncollectible Expense 
34 Required Increase in Revenue Io Provide for uncolledible Exp 

35 Property Tar vnlh Recommended Revenue 
36 Property Tax on Test Year Revenue 
37 Increase in Property Tax Due to lnmease m Revenue (L35-L36) 

38 Total Required Increase m Revenue (L26 + L29 + L37) 

calculation of hmme rax 
39 Revenue 
40 Operating Expenses Excluding Income Taxes 
41 Synchronized Interest (L47) 
42 Anzona Taxable Income (L39 - L40 - L41) 
43 Arizona State Effechve Income Tax Rate (see work papers) 
44 Arizona Income Tax (L42 x L43) 
45 Federal TaxaMe Income (L42- L44) 
46 Federal Tax Rate 
47 Federal Tax 
48 
49 
50 
51 
52 
53 Total Federal Income Tax 
54 Combined Federal and Stale Income Tax (L35 + L42) 

100 0 0 0 %  
O.OWO% 

1 W.OOW% 
16 8091% 
83.1909% 

4 ,n,nrr 

100 0000% 
15 7730% 
84.2270% 

0 0 0 0 %  
0 0000% 

10.0000% 
2 8074% 

97 1926% 
13.3401% 
12.9656% 

15.7730% 

1W.OOW% 
15.7730% 
84 2270% 

1.2302% 
1.0361% 

16.8091% 

(D) [El IF1 
Company Recommended 

Total I I 



Utility Source, LLC -Wastewater Division 
Revenue Summary 

Test Year Ended December 31. 2012 

Line 
- -  No. Meter Size Classification 
1 3/4 Inch Residential 
2 3/4 Inch Commercial 
3 2 Inch Commercial 
4 
5 
6 
7 
8 
9 Subtotals of Revenues 
10 Revenue Annualizations: 
1 1  3/4 Inch Residential 
12 
13 
14 
15 
16 Subtotal Revenue Annualization 
17 

Total Total 
Revenues Revenues 

at at 
Present Proposed Dollar 

Rates Chanae - Rates - 
$ 92,479 $ 287,729 $ 195.250 

114 740 626 
23,698 36,829 13,131 

Percent 
Chanqe 
211.13% 

55.41% 
547.81~~ 

Exhibit 
Rejoinder Schedule H-1 
Page 1 
Wltness: Bourassa 

Percent 
of 

Present 
Water 

Revenues 
77.41% 
0.10% 
19.84% 

Percent 
of 

Proposed 
Water 

Revenues 
87.48% 
0.22% 
11.20% 

$ 116,291 $ 325,298 $ 209,007 179.73% 97.34% 98.90% 

$ 173 $ 741 $ 567 327.23% 0.15% 0.23% 

173 74 1 567 327.23% 

18 Total Revenues w/ Annualization $ 116,465 $ 326,039 $ 209,574 179.95% 

20 Reconciling Amount 
21 Total Revenues 
22 
23 

19 Misc Revenues, as adjusted 3.441 3.441 0.00% 
(442) (580) (138) 31.22% 

$ 119,464 $ 328,900 $ 209,436 17531% 

0.15% 

97.49% 

-0.37% 
100.00% 

2.88% 

0.62% 

99.13% 
1.05% 

100.00% 
-0.18% 



Customer 
Line Classlflcatlon 
No. and/or Meter Slze 

1 3/4 Inch Residential 
2 314 Inch Commercial 
3 2lnch Commercial 
4 
5 
6 
7 
8 
9 
10 
11 
12 Totals 
13 
14 Actual Year End Number 
15 of Customers: 
16 
17 
18 
19 

Utlllty Source, LLC - Wastewater Dlvlslon 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31,2012 

Exhibit 
Rejoinder Schedule H-2 
Page 1 
Witness: Bourassa 

(a) 
Average 

Number of 
Customer* Averaae B 111 Prooosad Increasg Percent 

at Average Present Proposed Dollar Percent of 
12/31/2012 Consumotlon Rates Rates Amount Amount Customeq 

320 4,123 $ 24.08 $ 74.91 $ 50.83 211.13% 98.77% 
1 1,667 9.52 61.66 52.14 547.81% 0.31 % 
3 11 5,286 658.29 1,023.04 364.75 55.41% 0.93% 

324 

325 

100.00% 



Utility Source, LLC - Wastewater Division 
Analysis of Revenue by Detailed Class 
Test Year Ended December 31, 2012 

Exhibit 
Rejoinder Schedule H-2 
Page 2 
Witness: Bourassa 

(a) 
Average 

Number of 
Customerg Median Bill ProDosed lncreasg Percent 

at Median Present Proposed Dollar Percent of 
12/31/2012 Co nsumotion B!mS Amount Amount Customer$ 

320 3,500 $ 20.44 $ 71.60 $ 51.16 250.30% 98.77% 
1 1,500 $ 8.57 $ 60.79 52.23 609.ao% 0.31% 
3 65,000 371.15 761.75 390.60 105.24% 0.93% 

Customer 
Line Classification 
No. and/or Meter Sire 

1 314 Inch Residential 
2 314 Inch Commercial 
3 2lnch Commercial 
4 
5 
6 
7 

9 
10 
11 Totals 324 
12 
13 Actual Year End Number 
14 of Customers: 325 
15 
16 
17 
18 

a 

100.00% 



Line 
!!h 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Utility Source, LLC -Wastewater Dhrlsbn 
Present and Proposed Rates 

Test Year Ended December 31,2012 

Customer Classification 

Monthly bege Charge for: 
518 x 3/4 Inch 
3/4 Inch 
1 Inch 
1 112 Inch 
2 Inch 
3 Inch 
4 Inch 
6 Inch 

Gallons In Minimum 
All Meter Sizes 

Rate Der 1.000 Gallons of Water Usaae 
Residential 
Commercial and Industrial 
Car washes, laundromats, Commercial, Manufacturing 
Hotels, Motels 
Restauarants 
Industrial Laundries 
Waste haulers 
Restuarant Grease 
Treatment Plant Sludge 
Mud Sump Waste 

Presant 
Bapsn 

$ $ 

Exhibit 
Rejoinder Schedule H-: 
Page 1 
Witness: Bourassa 

$ 584 $ 

5 71 
7 66 
9 46 
8 39 

171 20 
149 80 
171 20 
535 00 

Proposed 
Ea?ea 

53.00 
53.00 

132.50 
265.00 
424.00 
848.00 

1,325.00 
2,650.00 

5 31 

5 20 
6 97 
8 61 
7 63 

15579 
136 32 
15579 
486 a5 



Utility Source, LLC -Wastewater Division 
Present and Proposed Rates 

Test Year Ended December31,2012 

Line 
- No. 

1 
2 Other Charaes: 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 * After hours service charge will apply when service requested by customer after hours. 

Exhibit 
Rejoinder Schedule H-3 
Page 3 
Witness: Bourassa 
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Q. 
A. 

Q. 

A. 

For convenience, that testimony and my related schedules are contained in separate 

volumes. 

HAVE YOU UPDATED YOUR COST OF CAPITAL ANALYSIS? 

No. I updated my cost of capital analysis on my rebuttal testimony filed on Octobex 

3, 2014. I updated my cost of capital in my rebuttal testimony because of the 

significant period of time between the Company’s direct filing and its rebuttal 

filing. I did not feel the need to provide an additional update at this time because 

my rebuttal update is approximately 1 month old. 

PLEASE SUMMARIZE YOUR RECOMMENDED REJOINDER COST OF 

DEBT AND EQUITY, AND YOUR RECOMMENDED REJOINDER RATE 

OF RETURN ON RATE BASE. 

I continue to recommend a cost of equity of 11 .O percent based on my most recent 

cost of capital analysis. The range of my rebuttal DCF, CAPM, and Build-up 

Method analyses is 9.0 percent to 11.6 percent with a mid-point of 10.3 percent. 

My opinion that a return on equity of 11 .O percent for USLLC given its size and 

greater risk compared to the public traded water utilities is conservative. The 

Company’s recommended capital structure consists of 0 percent debt and 100 

percent common equity as shown on Rejoinder Schedule D-1. Based on the 

Company’s recommended cost of equity and capital structure, the Company’s 

weighted cost of capital (“WACC”) is 11.0 percent, as shown on Rejoinder 

Schedule D- 1. 
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I. 

Q. 
A. 

Q. 
A. 

Q. 

A. 

11. 

Q9 

A. 

INTRODUCTION AND QUALIFICATIONS 

PLEASE STATE YOUR NAME AND ADDRESS. 

My name is Thomas J. Bourassa. My business address is 139 W. Wood Drive, 

Phoenix, Arizona 85029. 

ON WHOSE BEHALF ARE YOU TESTIFYING IN THIS PROCEEDING? 

On behalf of Applicant Utility Source, LLC (“USLLC” or the “Company”). 

DID YOU ALSO PREPARE REJOINDER TESTIMONY ON RATE BASE 

ISSUES IN THIS DOCKET? 

Yes. My rejoinder testimony on rate base, income statement, revenue requirement 

and rate design is being filed in a separate volume at the same time as this 

testimony. In this volume, I present my cost of capital rejoinder testimony. Also 

attached are two exhibits, which are discussed below. 

SUMMARY OF TESTIMONY AND THE PROPOSED COST OF CAPITAL 

FOR THE COMPANY 

WHAT IS THE SCOPE OF THIS VOLUME OF YOUR REJOINDER 

TESTIMONY? 

I will provide responses as appropriate to the surrebuttal testimony of Staff witness 

Mr. John Cassidy and RUCO witness Mr. Robert Mease. This portion of my 

rejoinder testimony focuses on cost of capital issues. I will testify in support of 

USLLC’s proposed return on equity and rate of return on its fair value rate base 

(“FVRE3”). I am sponsoring the Company’s D Schedules, which are attached to 

this testimony. There are 22 schedules that support my cost of capital testimony. 

As noted above, I am also sponsoring rejoinder testimony that addresses the 

Company’s rate base, income statement (revenue and operating expenses), required 

increase in revenue, and its rate design and proposed rates and charges for service. 

1 
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111. 

Q. 

A. 

Q. 

SUMMARY OF THE STAFF AND RUCO RECOMMENDATIONS 

PLEASE SUMMARIZE THE RESPECTIVE RECOMMENDATIONS OF 

STAFF AND RUCO FOR THE RATE OF RETURN ON FAIR VALUE 

RATE BASE. 

Staff continues to recommend a capital structure consisting of 0 percent debt and 

100 percent equity.’ Staff ‘s updated cost of equity of 9.8 percent is based on the 

average cost of equity produced by its DCF and CAPM models, a financial risk 

adjustment and an economic assessment adjustment Staff did no1 

consider firm size or firm-specific risks in its analysis. Based on its capital 

structure recommendation, Staff determined the WACC for USLLC to be 9.8 

percent. 3 

RUCO continues to recommend a capital structure consisting of 0 percent 

debt and 100 percent e q ~ i t y . ~  RUCO’s updated cost of equity of 9.25 percent is 

based on the average cost of equity produced by its DCF and CAPM models as 

wells as a Comparable Earnings analysis and a 70 basis point risk prerni~rn.~ 

Based on its capital structure recommendation, RUCO determined the WACC for 

USLLC to be 9.25 percent.6 

PLEASE COMPARE THE PARTIES’ RESPECTIVE COST OF EQUITY 

ESTIMATES AND RECOMMENDATIONS. 

See Surrebuttal Testimony of John A. Cassidy (“Cassidy Db.”) at 16. Staff Surrebuttal Scehydule JAC-3. 1 

2 Id. at 17. 
3 Id. at 17. 

See RUCO Surrebuttal Schedule RBM-1. 
5 See RUCO Surrebuttal Schedule RBM-2. 
6 See Surrebuttal Testimony of Robert B. Mease (“Mease Sb.”) at 1. 
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A. 

Q. 

A. 

The respective parties’ cost of equity recommendations are summarized below: 

Financial 
Build- RisWEAA 

partv = CAPM UPICE Average /Other Adiusted Recommended 

USLLC 9.6% 9.7% 11.5% 10.3% NIA 10.3% 1 1 .O% 

Staff 9.2% NIA NIA 9.2% 0.6% 9.8% 9.8% 

RUCO 8.71 7.24 9.8 8.55 0.7% 9.25 9.25% 

HAVE YOU UPDATED THE FORECASTS OF COMMON EQUITY 

RETURNS AND CURRENTLY AUTHORIZED RETURNS? IF SO, HOW 

DO THEY COMPARE TO THE RECOMMENDATIONS OF STAFF AND 

RUCO? 

Yes. And, the recommendations of the Staff and RUCO continue to be much 

lower. Value Line (October 17,2014) shows actual and projected returns on equity 

for the water utilities: 

Company Actual 

2013 2014 2015 

American States Water (AWR) 12.7% 11.5% 12.5% 

Aqua America (WTR) 13.4% 13.5% 14.5% 

California Water (CWT) 7.9% 8.0% 9.0% 

Connecticut Water (CT W S) 9.2% 9.5% 10.0% 

Middlesex Water (MSEX) 8.7% 9.0% 9.5% 

SJW Corp. (SJW) 7.3% 7.5% 8.0% 

4 

2017-19 

12.5% 

14.0% 

10.0% 

10.0% 

9.5% 

8.0% 
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Q. 

A. 

York Water. (YORW) 9.3% 1 1 .O% 12.5% 12.5% 

Averages 9.8% 10.0% 10.9% 10.9% 

The currently authorized ROES for the sample water utility companies as reported 

by AUS Utility Reports (November 2014) average 10.03 percent. They are as 

follows: 

Company 

American States Water (AWR) 

Aqua America (WTR) 

California Water (CWT) 

Connecticut Water (CT WS) 

Middlesex Water (MSEX) 

SJW Corp. (SJW) 

York Water. (YORW) 

Average 

9.99% 

10.29% 

9.99% 

9.75% 

10.15% 

9.99% 

NM 
10.03% 

DO YOU STILL MAINTAIN THE VIEW THAT THAT USLLC’S COST OF 

EQUITY IS HIGHER THAN THE PUBLICLY TRADED UTILITIES? 

Yes. Besides the obvious liquidity risk (lack of liquidity of investment), smaller 

utilites face the risks of a smaller customer base, limited financial resources, lack 

of diversification across the customer base and geography.’ The business risk 

Annin, Micheal, “Equity and the Small-Stock Effect”, Financial News, Public Utilities Fortnightly, October 15, I 

1995.; 113, 19, pg. 42. 
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IV. 

Q. 

A. 

Q. 
A. 

measures such as the coefficient of variation in earnings and operating leverage 

demonstrate (quantitatively) that smaller utilites, like USLLC are more risky than 

the publicly traded utilites. * 
REJOINDER TO THE COST OF EQUITY RECOMMENDATIONS OF 

STAFF AND RUCO 

A. Responses to Staffs Surrebuttal Testimonv 

PLEASE RESPOND TO MR. CASSIDY’S CRITICISMS (ON PAGE 2) OF 

YOUR TESTIMONY THAT THE DCF MODEL PRODUCES ESTIMATES 

OF COMMON EQUITY COSTS ARE CONSISTENT WITH INVESTORS’ 

EXPECTED RETURN ONLY WHEN THE STOCK PRICE AND BOOK 

VALUE ARE REASONABLY SIMILAR. 

Mr. Cassidy’s testimony mischaracterizes the main point of my testimony. I do 

state the we should be concerned with the applicability of the DCF under current 

market conditions.’ That said, my example provided on page 10 was to 

demonstrate that the application of the DCF model produces estimates of the cost 

of equity that are consistent with investor expectations only when the market price 

of a stock and the stock’s book value are approximately the same.‘’ 

CAN YOU DEMONSTRATE THIS ANOTHER WAY? 

Yes. Dr. Morin provides a simple numerical illustration demonstrating the impact 

of market-to-book (“MB’’) ratios on the DCF market return in his book, New 

Regulatory Finance. I have included a copy of this analysis as Rejoinder Exhibit 

TJB-COC-RJ1. 

~ 

See Direct Testimony of Thomas J. Bourassa (“Bourassa Dt.”) at 23-26. 
Bourassa Rb. at 11-12. 

Bourassa Rb. at 10. 
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Q. 

A. 

Q* 

DOES THE FACT THAT STAFF’S UPDATED DCF COST OF EQUITY IS 

NOW 9.2 PERCENT CHANGE YOUR OVERALL ANALYSIS AND 

CONCLUSIONS DRAWN FROM YOUR EXAMPLE? 

No. Restating my example using Mr. Cassidy’s updated average DCF estimate of 

9.2 percent, USLLC would still have no realistic opportunity to actually earn 

Mr. Cassidy’s market-based rate of return. For example, the average market price 

per share of his proxy group is $25.25” and the average book value per share is 

$12.50.’* Under these circumstances, Mr. Cassidy’s 9.2 percent market-based cost 

rate implies an annual return per share of $2.3213 consisting of $0.73 in dividend~’~ 

and $1.59 in growth (market-price appreciation).’’ However, application of a 9.2 

percent return rate to book value per share ($12.50) produces an opportunity to 

earn a total annual return of just $1.15.16 With annual dividends of $0.6917, the 

utility could reasonably expect market-price appreciation of $0.4618, or only 1.82 

percent”. 

WHAT ABOUT MR. CASSIDY’S ASSERTION THAT YOU SHOULD 

HAVE USED WEIGHTED AVERAGE STOCK PRICES AND BOOK 

VALUES? 

I ’  Average of stock prices for Cassidy proxy group at September 28,2014. 

l 2  Average of book value per share as of December 3 1,201 3, as reported by Value Line. 

l 3  9.2 percent times $25.25. 
14 Average adjusted dividend yield (Do) for Cassidy proxy group of 2.9 percent times the average stock price of 
$25.25. 

l 5  Implied growth of 6.3 percent (the return of 9.2 percent less adjusted dividend yield of 2.9 percent) times the 
average stock price of $25.25. 

9.2 percent times $12.50. 
$1.15 times average payout ratio of 60% 
$1.15 minus $0.69. 
$0.46 divided by $25.25. 

16 

17 

18 

19 
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A. Putting aside the fact that Mr. Cassidy provides no theoretical or authoritative 

support for his position, and assuming he is correct that weighted averages of the 

stock prices and book values per share based upon market capitalization should 

have been used, the results of the analysis are similar to the results using the simple 

averages of the stock price and book value per share. More importantly, the 

conclusion drawn from the analyses are the same; that USLLC would still have no 

realistic opportunity to actually earn Mr. Cassidy ’s market-based rate of return. 

Again, restating my example using Mr. Cassidy’s updated average DCF 

estimate of 9.2 percent and using market capitalization weighted averages for the 

stock price and book value, USLLC would still have no realistic opportunity to 

actually earn Mr. Cassidy’s market-based rate of return. For example, the 

weighted average market price per share of his proxy group is $24.9420 and the 

weighted average book value per share is $10.8 1 .21 Under these circumstances, 

Mr. Cassidy’s 9.2 percent market-based cost rate implies an annual return per share 

of $2.2922 consisting of $0.72 in dividends23 and $1.57 in growth (market-price 

appre~iat ion) .~~ However, application of a 9.2 percent return rate to book value per 

share ($10.81) produces an opportunity to earn a total annual return of just $0.99.25 

2o Weighted average of stock prices for Cassidy proxy group at September 28, 2014 based upon market 
capitalization. 

21 Weighted average of book value per share as of December 31,2013 based upon market capitalization, as reported 
by Value Line. 

22 9.2 percent times $24.94. 

23 Average adjusted dividend yield (DO) for Cassidy proxy group of 2.9 percent times the average stock price ol 
$24.94. 

24 Implied growth of 6.3 percent (the return of 9.2 percent less adjusted dividend yield of 2.9 percent) times the 
weighted average stock price of $24.94. 
*’ 9.2 percent times $10.8 1. 

8 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 
0 106807 

Q. 

A. 

Q. 

A. 

With annual dividends of $0.5026, the utility could reasonably expect market-price 

appreciation of $0.4927, or only 1.96 percent2’. 

WHAT WOULD HAPPEN TO THE STOCK PRICE IF INVESTORS 

RECEIVE A DVIDEND OF JUST $0.50? 

It would decline signifcantly. Let me explain. Using the previous example, if 

investors expect a dividend of $0.72 based upon a dividend yield of 2.9 percent and 

a market price of $24.94, but investors only get a dividend of $0.5029, then the 

market price of the stock must necessarily decline to $17.2430 ($7.70 per share). 

This is because investors expect a dividend yield of 2.9 percent but the actual 

dividend paid ($0.50) provides only a dividend yield of 2.0 percent. The stock 

price would hrther decline because investors would not receive the growth in the 

stock price they expect. In other words, investors would not receive their expected 

return on the price they paid for the stock and the market price will be driven down 

to book value so that investors will achieve their expected return. 

PLEASE RESPOND TO MR. CASSIDY’S TESTIMONY (ON PAGES 3 AND 

4) THAT THE FINANCIAL RISK FOR THE PUBLICLY TRADED 

COMPANIES IS HIGHER THAN THAT FOR USLLC. 

I agree. I have considered USLLC’s lower financial risk in my recommendation of 

an 11 .O percent cost of equity for USLLC3’ Business and financial risk, while 

separate risks, are interrelated. Specifically, a common equity investor may seek 

$0.99 times weighted average payout ratio of 5 1% 
$0.99 minus $0.50. 
$0.49 divided by $24.94, 

26 

21 

28 

29 $0.99 times weighted average payout ratio of51% 

3’ See Direct Testimony of Thomas J. Bourassa (“Bourassa Dt.) at 28. 
$0.50/2.9 percent 30 
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Q* 

A. 

Q. 

to offset exposure to high business risk by investing in a firm perceived to have a 

low degree of financial risk. Studies show that smaller firms tend to offsel 

business risk with lower financial risk. A study by Scott and Martin32 found 

statistically significant results for unregulated firms in twelve industries thai 

"smaller equity ratios (higher leverage use) are generally associated with larger 

c ~ m p a n i e s " . ~ ~  One should expect unregulated enterprises to seek the best balance 

between debt and equity to obtain the lowest overall cost of capital. The findings oi 

Scott and Martin suggest smaller firms found it prudent to offset higher business 

risks related to being small by reducing financial risk. This evidence suggests the 

least cost equity ratio for USLLC should be higher than the average equity ratio for 

the utility proxy group. 

IS USLLC'S LACK OF FINANCING FLEXIBILITY ALSO A SOURCE OF 

ADDED RISK? 

Yes. Because USLLC is not publicly traded, it does not have access to equity 

markets available to publicly traded utilities in the water proxy group. This lack of 

financing flexibility increases risk because USLLC has to rely on fewer sources of 

capital. By contrast, utilities in the water proxy group utilities sample have the 

flexibility to issue shares of equity in vast equity markets to keep their capital 

structures in balance and raise additional capital from external sources. 

DID YOU STATE IN YOUR REBUTTAL THAT STAFF HAS NOT 

EXPLAINED ITS REASONS FOR NOT CONSIDERING THE CAPM? 

32 Scott and Martin, "Industry Influence on Financial Structure," Financial Management, Spring 1975, pp. 67-71 
Id. p. 70. 33 
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A. 

Q. 

A. 

Q. 

No. I did sugguest a possible reason for Staffs decision to not use the CAPM.34 

That is, the CAPM using the Staff inputs produce distortions in the results which 

cannot pass the reasonableness test. This reason fits into Staffs rather vague 

explanation of why it did not consider its CAPM. 

WHY DO YOU FIND STAFF’S EXPLANATION FOR NOT 

CONSIDERING THE CAPM VAGUE? 

For at least three reasons. First, Staff does not explain what it means by 

“continuing divergence” fiom its DCF and does not explain the conditions under 

which its CAPM results are acceptable to Staff. Rejecting the CAPM at Staffs 

convenience seems to me to be a results oriented approach. Second, implied in the 

Staff explanation is the notion that its CAPM must produce results similar to its 

DCF results. Instead of examining the reasons and possible flaws in its CAPM 

approach (or even the DCF for that matter) and adjusting its approach, it simply 

abandons its CAPM until such time as Staff deems its CAPM results to be 

reasonable. Third, by using its DCF results as its “benchmark” and only using its 

DCF model to base its recommendation in the instant case, Staff is suggesting the 

only correct way to measure the cost of equity is with its DCF. Again, this seems 

to me to be a results oriented approach. As Dr. Morin states,“when measuring 

equity costs, which essentially deals with the measurement of investor 

expectations, no single methodology provides a foolproof panacea.” 35 

PLEASE RESPOND TO MR. CASSIDY’S TESTIMONY (ON PAGE 7) 

THAT MODIFYING YOUR CURRENT MARKET RISK PREMIUM 

METHODOLOGY IS SELF-SERVING. 

Bourassa Rb. at 18. 
Roger A. Morin. New Regulatory Finance, Public Utility Reports, Inc., 2006. pp. 428-429, 

34 

35 
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A. 

Q* 

I have a three responses. First, I have modified my approach to estimating the cos1 

of equity over the years, many of which were compromises based upon the Staf 

criticisms of my methods. Second, in the recently filed Quail Creek Water rate 

case (Docket No. W-02514A-14-0343) I am recommending a current market risk 

premium (“MRP”) method which is similar to the one I propose in this case. I 

have done so because I believe it is superior to the method using price 

appre~iat ion.~~ That said, when I find better methods to estimate the cost of equity, 

I use them. A perfect example has been my use of the build-up method in more 

recent cases. Third, using the projected EPS and DPS growth is more consistent 

with the underlying requirements of the DCF method used to compute the current 

market risk premium (“MRP”). After-all, Staff uses EPS and DPS growth in its 

own DCF model. Third, Staff has historically used the spot 3-5 year price 

appreciation for estimating the current MRP. Putting aside my concerns about the 

volatility of this method,37 based on the the recent Value Line Investment Survey 

Summary and Index (October 24,2014) Staffs estimate of the current MFW would 

be at least 8.8838 percent, which is 55 basis points higher than my current MFW 

estimate of 8.33 percent.39 

MR. CASSIDY ASSERTS (ON PAGE 10) THAT THE CURRENT MARKET 

RISK PREMIUM METHOD YOU EMPLOY IS NOT CONSISTENT WITH 

DR. MORIN’S STUDY. PLEASE RESPOND. 

Bourassa Rb. at 2. 
Bourassa Dt. at 39. 

36 

37 

38 Using median dividend yield of 2.2 percent, median price appreciation is 45 percent (annualized growth of 9.73 
percent), and spot long-term U.S. Treasury rate of 3.05 percent, the DCF based estimate produces an expected market 
return of 1 1.93%. Subtracting the spot long-term U.S. Treasury rate produces an 8.88 percent current market risk 
premium (1 1.93-3.05%). 
39 See USLLC Rejoinder Schedule D-4.11. 
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A. Mr. Cassidy mischaracterizes Dr. Morin text. In describing the study upon, which 

Dr. Morin’s example is based, Dr. Morin does not stop at describing the expected 

market return from the study as the sum of the spot dividend added to the average 

diviendeds and earnings forecasts. Dr. Morin goes on to state4’, 

At the time, excluding hi h growth stocks, the expected 
dividend yield (e.g. D I / P ~  on the a gregate market was 
3.3% and the projected growth F or the Value Line 
common stocks was in the range of 8.5% to 11.2%. 
Adding these two components together produced an 
expected return on the aggregate equity market in the 
range of 11.8% to 14.5% with a mid-point of 13.2%. 
Recognition of quarterly dividend payments, and an 
expected dividend yield (e.g. DJPd rather than a spot 
dividend yield (e.g. DdPd brought this estimate to 
abount 13.6% ....( emphasis added) 

Mr. Cassidy’s selected quote gives one the impression that Dr. Morin only 

described the approach as using a spot dividend yield and is completely 

misleading. Recognition of the expected dividend yield is embedded in the 

standard DCF model (K = DIEo + g) and Dr. Morin’s statement above is entirely 

consistent with it.41 I would note that Dr. Morin also describes recognizing the 

impact of quarterly dividends (time value of money on dividend payments) which 

increased the expected aggregate market return. Dr. Morin discusses quarterly 

dividends and the impact on the cost of equity at length in his textbook, New 

Regulatory Finance .42 

40 Morin, p. 166. 
41 Morin, p. 254. 
42 Morin, p. 282 and pp. 343-349. 
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Q* 

A. 

Q. 

A. 

DOES YOUR METHOD REFLECT QUARTERLY DIVIDEND 

PAYMENTS? 

No. Had I done so, my current MRP would have been higher. 

DOES DR. MORIN RECOMMEND THE USE OF A SPOT LONG TERM 

U.S. TREASURY YIELD IN THE CAPM AS MR. CASSIDY SUGGESTS 

(ON PAGE ll)? 

No. Again, Mr. Cassidy mischaracterizes Dr. Morin’s text. The text Mr. Cassidy 

cites says nothing about a spot yield, rather that yields on long-term U.S. Treasury 

bonds should be used. This could be a spot yield or a forecast yield. That said, Dr. 

Morin 

At the conceptual level, given that ratemaking is a 
forward-looking process, interest rate forecasts are 
prefereable. Moreover, the conceptual models used in 
the determination if the cost of equity, such as the 
CAPM, are prospective in nature and require 
expectational inputs, 

I employ expected yields on long-term U.S. Treasuries rather than spot yields 

which is entirely consistent with the quotation of Dr. Morin’s text by Mr. Cassidy 

and Dr. Morin’s quotation above. Mr. Cassidy’s assertion that my historical 

CAPM and my current MRP CAPM is overstated is ~ n f o u n d e d . ~ ~  

43 Morin, p. 172. 
Cassidy Sb. at 11. 44 
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Q. 

A. 

Q* 

A. 

DOES MR. CASSIDY DISPUTE THAT THE RELATIVE MEASURES OF 

BUSINESS RISK (THE COEFFICENT OF VARIANCE OF EARNINGS 

AND OPERATING LEVERAGE) ARE NOT VALID BUSINESS RISK 

MEASURES? 

No. And, despite this quantitative evidence, he does not believe USLLC is more 

risky than the water proxy group as Mr. Cassidy simply dismisses the 

evidence by making the statement that businesses in the same lines of business tend 

to experience the same fluctuations in business cycles.46 I take this to mean Mr. 

Cassidy believes that an investment in Hyatt Worldwide Holdings has the same 

business risk than a small mom and pop hotel in central Phoenix. This defies 

common sense. That said, Mr. Cassidy goes on to state “as a regulated public 

water utility one would expect USLLC’s exposure to business risk to be essentially 

the same as that of regulated publicly-traded utilities”.47 Putting aside my earlier 

comment about common sense, I am sure Mr. Cassidy is well aware of the 

financial difficulties encounted by the smaller utilities in Arizona. In fact, this 

Commission has recognized the problems associated with small water utilities in 

DO SMALLER UTILITES TYPCALLY HAVE HIGHER RELATIVE 

BUSINESS RISK AS REFLECTED IN THESE TWO MEASURES? 

Yes. I began computing the co-efficent of variance of earnings and operating 

leverage in the past few years for utilities who I assisted in filing rate cases. 

~ ~~ 

Cassidy Sb. at 13 and 14. See also Bourassa Dt. at 
Cassidy Sb. at 15. 
Cassidy Sb. at 15. 
Decision 62993, dated November 3,2000. 

45 

46 

41 

48 
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Q- 

A. 

Q. 

A. 

Consistently, the smaller firms have had higher business risk relative to the public 

traded ~ornpanies .~~ Mr. Cassidy may disagree with how much more risky a 

smaller utility is compared to the water proxy group, but he cannot say that smaller 

utilities have the same business risk. 

DOES THE FACT THAT UTILITIES ARE REGULATED ELIMINATE 

SMALL FIRM RISK? 

No. Utilities are granted an opportunity to earn a return. They are not guaranteed a 

return. Smaller utilities are less likely to achieve their authorized return and miss 

the mark by a greater degree than the larger publicly traded utilities. The higher 

eo-efficient of variance on earnings and operating leverage are, in part, a reflection 

of that. 

PLEASE RESPOND TO MR. CASSIDY’S TESTIMONY (ON PAGES 13 

AND 14) REGARDING THE STUDY PERFORMED BY MS. WONG? 

Mr. Cassiy has not explained why Dr. Zepp’s criticisms regarding Ms. Wong’s 

study are wrong, why Dr. Zepp’s study and his conclusions regarding smaller water 

utilities are wrong, nor why the conclusions of the California Public Utilities 

Commission regarding the higher risks of smaller utilities are wrong. Mr. Cassidy 

simply dismisses all the evidence on small size and risk premiums by relying on 

one single and obscure study by Ms. Wong. 

e.g. Las Quantas Serenas Water Company (ACC Docket No. W-01583A-13-0113); Quail Creek Water Company 
(ACC Docket No. W-025 14A-14-0343); Lago Del Oro Water Company (Docket No. W-O1944A-13-0215); Payson 
Water Company (ACC Docket No. W-035 14A-13-01 11); Libery Utilities (Pine Bluff Water), Inc. (Arkansas Public 
Service Commission Docket No. 14-020-U); Alaska Power and Telephone (Regulatory Commission of Alaska 
Docket No. U-14-002); and Municipal Light and Power (Regulatory Commission of Alaska Docket No. U-13-184). 

49 
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Q. 

A. 

Q- 

A. 

DO YOU HAVE ADDITIONAL EVIDENCE THAT SMALLER UTILTIES 

ARE MORE RISK THAN LARGER UTILITIES? 

Yes. Attached as Rejoinder Exhibit TJB-COC-RJ2 is an article by Micheal 

Annin, “Equity and the Small-Stock Effect”, Financial News, Public Utilities 

Fortnightly, October 15, 1995. In a study prepared by Mr. Annin, he showed that 

the smaller utilities had higher returns than larger utilities as estimated by the 

CAPM. He also noted the CAPM’s inability to account for all the risks of stocks, 

particularly for smaller firms. He found that adding a small company risk premium 

increased the traditional CAPM return by 400 basis points for smaller utilities. 

MR. CASSIDY NOTES THAT THE COMMISSION HAS NOT 

PREVIOUSLY ADOPTED A SMALL COMPANY RISK PREMIUM. 

PLEASE COMMENT? 

I have three comments. This 

Commission has adopted equity returns for small utilities in the past which were 

not specifically adjusted for financial risk even though there were large differences 

in capital structures between the utility and the water proxy group. In the instant 

case, Staff states that it has not adjusted for financial risk even though it has a 100 

percent equity capital structure and the water proxy group is approximately 48 

percent debt and 52 percent equity because of USLLC’s lack of access to the 

capital markets.” By not reducing the cost of equity is, in essence, at least a 

partial recognition of the additional risks of an investment in USLLC. Second, 

whether the Commission calls it a small company risk premium or company 

specific risk premium, the quantitative evidence discussed previously shows that 

First, I am not sure that is necessarily true. 

~ ~~ 

See Direct Testimony of John A. Cassidy (“Cassidy Dt.”) at 27. 50 
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Q. 

A. 

Q* 

A. 

Q. 

USLLC is more risky relative to the publicly traded utilities and by a significant 

amount. The Hope and Bluefield standards cannot be met without recognition of 

this higher risk. 

B. 

PLEASE COMMENT ON MR. MEASE’S TESTIMONY (ON PAGE 2) 

Response to RUCO’s Surrebuttal Testimonv 

THAT THE MARKET-TO-BOOK RATIO LESS THAN ONE IMPLIES 

EXCESSIVE RETURNS AND A MARKET-TO-BOOK RATIO OF 

GREATER THAN ONE UNDESTAES THE COST OF EQUITY IS A 

MYTH? 

As discussed earlier (at page 9) and demonstrated in Rejoinder Exhibit TJB- 

COC-RJ1, the DCF method understates the fair return on book equity since it 

produces a capitalization rate, if applied directly to book equity, and will produce a 

market price equal to book value. Mr. Mease provides no authoritative or 

theorectical support for his “belief’ that this is a myth. 

HAS MR. MEASE EXPLAINED WHAT A COMPOSITE MEDIAN IS AND 

WHY HE CHOSE THE DCF COMPOSITE MEDIAN RESULT OVER THE 

DCF MEAN OR THE DCF MEDIAN RESULT? 

No. Mr. Mease explained how he computed the composite median of 8.7 percent, 

but he has not explained what it represents or why he chose it over the other 

composite median results in Surrebuttal Schedule RBM-3. He has also not 

explained why he chose this particular composite median over the mean, median, 

or even the composite means shown on his schedule. 

DO YOU HAVE ANY RESPONSE TO MR. MEASE’S SURREBUTTAL 

TESTIMONY REGARDING HIS CAPM? 

18 
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A. 

Q. 

A. 

Q. 

A. 

No. I have expressed my concerns over Mr. Mease’s inputs extensively in my 

rebuttal testimony.51 Mr. Mease has not provided anything new to support his 

position(s). 

DO YOU HAVE ANY RESPONSE TO MR. MEASE’S SURREBUTTAL 

TESTIMONY REGARDING MS. WONG’S STUDY AND THE 

COMMISSION’S REJECTION OF SMALL COMPANY RISK PREMIUMS 

IN THE PAST? 

My response would be similar to my earlier comments (at pages 15-18) regarding 

Ms. Wong’s study, the higher business risk of USLLC compared to the publicly 

traded utilities, and the Commission’s past decisions on small company risk 

premiums. 

DOES THAT CONCLUDE YOUR REJOINDER TESTIMONY ON COST 

OF CAPITAL? 

Yes. Although my silence on other positions of the other parties in this case on cost 

of capital that were not addressed in my rejoinder testimony does not constitute 

agreement with them. 

’’ Bourassa Rb. at 24-3 1. 
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Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 

Utility Source, LLC 
Test Year Ended December 31,201 2 

Summary of Cost of Capital 

Consolidated CaDital Structure 

Actual End of Test Year 

Percent 
Dollar Of cost Weighted 

Item of CaDital Amount R a t e -  
Long-Term Debt 0.00% 0.00% 0.00% 

Stockholder's Equity 3,722,209 100.00% 11 .lo% 11 .oo% 

3,722,209 100.00% 11 .OO% Totals - 

SUPPORTING SCHEDULES 
D-1 
D-3 
D-4 

Testimony 

Exhibit 
Rejoinder Schedule D-1 
Page 1 
Witness: Bourassa 

Proiected Capital Structure 

Percent 
Dollar of Cost Weighted 
Amount W R a t e Q & t  

0.00% 0.00% 0.00% 

3,649,952 100.00% 11 .OO% 11 .OO% 

11 .OO% 3,649,952 100.00% - 

RECAP SCHEDULES: 



Line 
No. DescriDtion of Debt 
1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 Totals 
14 
15 
16 Supportinq Schdules: 
17 E-1 
18 E-2 
19 
20 
21 
22 
23 
24 
25 
26 
27 

29 
30 

a 

2a 

Utility Source, LLC 
Test Year Ended December 31,2012 

Cost of Long Term Debt 

End of Test Year 

Amount Annual 
Outstandinq Interest 

Interest 

0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 

Weighted 
- cost 

0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 
0.000% 

0.000% - 

Exhibit 
Rejoinder Schedule D-2 
Page 1 
Witness: Bourassa 

End of Projected Year 

Amount Annual 
Outstandinq Interest 

Interest Weighted 
- Rate - cost 

0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 
0.000% 0.000% 

0.000% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 
40 

Utility Source, LLC 
Test Year Ended December 31,2012 

Cost of Preferred Stock 

Exhibit 
Rejoinder Schedule D-3 
Page 1 
Witness: Bourassa 

End of Test Year End of Proiected Year 

Description Shares Dividend Shares Dividend 
of Issue Outstanding Amount Requirement Outstanding Amount Requirement 

NOT APPLICABLE, NO PREFERRED STOCK ISSUED OR OUTSTANDING 

SUPPORTING SCHEDULES: 
E-I 

RECAP SCHEDULES: 
D-1 



Utility Source, LLC 
Test Year Ended December 31,201 2 

Cost of Common Equity 

Exhibit 
Rejoinder Schedule D-4 
Page 1 
Witness: Bourassa 

Line 
NO. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 SUPPORTING SCHEDULES: 

The Company is proposing a cost of common equity of 11 .OO% 

18 E-I 
19 D-4.1 to D-4.18 
20 

RECAP SCHEDULES: 
0-1 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 

9 
10 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 

a 

i a  

Utility Source, LLC 
Summary of Results 

Method 

DCF Constant Growth Estimates' 

CAPM Estimates' 

Build-up Method Estimates3 

Mid-point 

Recommended Cost of Equity4 

1 See Rejoinder Schedule D-4-8 
2 See Rejoinder Schedule D-4.12 
3 See Rejoinder Schedule D-4.18 

Testimony 

Exhibit 
Rejoinder Schedule D-4.1 
Witness: Bourassa 

Median 
&&t 

9.0% 

9.7% 

11.6% 

10.3% 

11.0% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 

Utility Source, LLC 
Selected Characteristics of Sample Group of Water Utilities 

Company’ 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJW Corp. 

Average 

Utility Source, LLC 
(Adjusted as of December 31, 2012) 

’AUS Utility Reporis (September 2014). 

%Water 
Revenues’ 

71% 
98% 
100% 
100% 
88% 
95% 

92% 

100% 

Exhibit 
Rejoinder Schedule D4.2 
Witness: Bourassa 

Operating Net 
Revenues Plant 
(millions)’ (millionsp 

$ 458.4 $ 988.7 
$ 770.9 $ 4,233.8 
$ 587.0 $ 1,539.5 
$ 94.9 $ 483.8 
$ 115.1 $ 451.4 
$ 277.5 $ 915.0 

$ 384.0 $ 1,435.4 

$ 0.3 $ 4.0 

S&P 
Bond 
Ratina’ 

A+ 
AA- 
AA- 
NA- 

A 
A 

NR 

Moody‘s 
Bond 

RatinOl 
A2 
NR 
NR 
NR 
NR 
NR 

NR 

Allowed Book 
ROE (%)’ ROE (%/.1 

9.99 12.30 
10.29 14.60 
9.99 7.90 
9.75 11.10 
10.15 8.90 
9.99 6.70 

10.03 10.25 



Utility Source, LLC 
Capital Structures 

- No. 
1 
2 
3 ComDany 
4 1 American States 
5 2 Aqua America 
6 3 California Water 
7 4 Connecticut Water 
8 5 Middlesex 
9 6 SJWCorp 
10 
11 Average 
12 
13 Utility Source, LLC 
14 (Actual December 31,2012) 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

' Value Line Analyzer Data (September 28, 2014) 
2 Adjusted Per Rejoinder Schedule D-1 

Book Value' 
Long-Term Common 
- Debt !&&)&y 

39.8% 60.2% 
48.9% 51.1% 
41.6% 58.4% 
47.0% 53.0% 
40.7% 59.3% 
51.0% 49.0% 

44.8% 55.2% 

0.0% 100.0% 

Exhibit 
Rejoinder Schedule D-4.3 
Witness: Bourassa 

Market Value' 
Long-Term Common 
- Debt !&&)&y 

21.5% 78.5% 
25.9% 74.1% 
28.0% 72.0% 
32.7% 67.3% 
29.0% 71.0% 
38.1 % 61.9% 

29.2% 70.8% 

NIA NIA 



Utility Source, LLC 
Comparisons of Past and Future Estimates of Growth 

Line 
- No. 
1 

3 
4 
5 Five-vear historical averaae annual chanaes Average 
6 Book Average Future 
7 ComDanK - Price’ & - EPS‘ - DPS’ Growth’ 
8 1. American States 16.07% 6.50% 13.00% 6.50% 10.52% 2.67% 
9 2. Aqua America 11.70% 6.00% 1 1  .OO% 7.00% 8.92% 6.00% 
10 3. California Water 4.27% 4.50% 4.00% 1.50% 3.57% 6.50% 
1 1  4 Connecticut Water 12.77% 8.00% 8 00% 2.00% 7.69% 5.00% 
12 5 Middlesex 8 36% 3 00% 1 .50% 1.50% 3.59% 3.60% 
13 6 SJW Corp. 4.24% 2.50% 0.50% 3.50% 2.69% 10.50% 
14 
15 
16 GROUP AVERAGE 9.57% 5.08% 6.33% 3.67% 6.16% 5.71% 
17 GROUP MEDIAN 10.03% 5.25% 6.00% 2.75% 5.64% 5.50% 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

2 VI (21 [31 [41 [51 (61 

’ Average of changes in annual stock prices ending on December 31 through 2012. Data from Yahoo Finance websile. 

3 See Rejoinder Schedule D-4.6. 
Value Line Analyzer Data, September 28, 2014 

Exhibit 
Rejoinder Schedule D-4.4 
Witness: Bourassa 

[71 
Average of 
Future and 
Historical 
Growth 

6.59% 
7.46% 
5.03% 
6.35% 
3.60% 
6.59% 

5.94% 
6.47% 
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Line - No. 
1 
2 

3 
4 
5 
6 
7 
0 
9 
10 
11 
12 
13 
14 
15 
16 
17 
10 
19 
20 
21 
22 
23 
24 
25 
26 
27 
2a 

Utility Source, LLC 
Comparisons of Past and Future Estimates of Growth 

ComDany 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJWCorp. 

GROUP AVERAGE 
GROUP MEDIAN 

PI [41 

Ten-year historical averaae annual chanqes 
Book 

Pricel ValueZ - EPS2 & 
12.91% 5.00% 6.50% 3.00% 
1 0.3 1 Yo 8.50% 7.00% 7.50% 
IO. 19% 5.00% 4.00% 1 .OO% 
6.58% 4.00% 0.50% 1.50% 
4.38% 4.50% 3.50% 1.50% 
12.91% 5.50% 4.00% 5.00% 

9.54% 5.42% 4.25% 3.25% 
10.25% 5.00% 4.00% 2.25% 

[51 

Average 

6.85% 
8.33% 
5.05% 
3.14% 
3.47% 
6.85% 

5.62% 
5.95% 

' Average of changes in annual stock prices ending December 31,2013. Data from Yahoo Finance website. 

3 See Rejoinder Schedule D-4.6. 
Value Line Analyzer Data, September 28, 2014. 

FI 

Average 
Future 

Growth3 
2.67% 
6.00% 
6.50% 
5.00% 
3.60% 
10.50% 

5.71% 
5.50% 

Exhibit 
Rejoinder Schedule D4.5 
Witness: Bourassa 

[71 
Average of 
Future and 
Historical 
Growth 

4.76% 
7.16% 
5.77% 
4.07% 
3.53% 
8.68% 

5.66% 
5.27% 



Line 
- No. 
1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
1 1  
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 

Utility Source, LLC 
Analysts Forecasts of Earnings Per Share Growth 

Exhibit 
Rejoinder Schedule D-4.6 
Witness. Bourassa 

Company 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJWCorp. 

GROUP AVERAGE 
GROUP MEDIAN 

ESTIMATES OF EARNINGS GROWTH 
Value 

1 .OO% 1 .OO% 6.00% 
4.00% 5.50% 8.50% 
6.00% 6.00% 7.50% 
5.00% 5.00% 5.00% 
2.70% 4.50% 
14.00% 7.00% 

Y a h o o l Z a c k s ' d  

Average 
Growth (G) 
LCols 1-3)3 
2.67% 
6.00% 
6.50% 
5.00% 
3.60% 
10.50% 

5.45% 4.38% 6.42% 5.71% 
5.50% 

' Data as of October 2,2014 
Data as of September 28. 2014. 
Where no data available or single estimate, average of other utilities assumed to estimate for utility 



Line 
- No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 

Utility Source, LLC 
Current Dividend Yields for Water Utility Sample Group 

ComDany 
1. American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJW Corm 

Average 
Median 

Average 
Stock 

Price (P,,)' 
$ 31.20 
$ 24.24 
$ 23.41 
$ 32.48 
$ 20.24 
$ 26.85 

Current 
Dividend [Dd' 

$ 0.87 
$ 0.66 
$ 0.66 
$ 1.03 
$ 0.77 
$ 0.76 

' Yahoo Fname. 60 day average d stock prlces as of October 2,2014 

Current 
Dividend 

Yield (DdP,)' 

2.72% 

3.17% 
3.80% 
2.83% 

2.79% 

2.82% 

3.02% 
2.83% 

Exhibit 
Rejoinder Schedule D4.7 
Witness: Bourassa 

Average 
Annual 

Dividend 
Yield (DdPn)'.' 

3.15% 
2.80% 
3.36% 
3.62% 
3.96% 
2.95% 

3.31% 
3.26% 

17 
18 
19 
20 
21 
22 
23 
24 
25 

'Averas Annud Dividend is dividends declared per share br  a year divided by the averas annual prce of the stock in the same year 
expressed as a percerlage For cornparson purposes onty 



Line 
No. 
1 
2 
3 
4 
5 
6 
7 

9 
10 
1 1  
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 
25 
26 
27 

- 

a 

la 

2a 

Utility Source, LLC 
Discounted Cash Flow Analysis 

DCF Constant Growth 

111 I21 

Expected 
Dividend Dividend 

Yield fD,JPn)' Yield (D,IPn)* 

DCF - Past and Future Growth 3.02% 3.20% 

DCF - Future Growth 3.02% 3.20% 

Average 

Median 

3.02% 3 20% 

3 02% 3.20% 

131 

Growth (g) 

5.94% 

5.71% 

5.82% 

5.82% 

1 Spot Dividend Yield = DO/PO. See Rejoinder Schedule D-4.7. 

3 Growth rate (9). Average of Past and Future Growth. See Rejoinder Schedule D-4.4, column 7 
4 Growth rate (g). Average of Analyst Estimates Future Growth. See Rejoinder Schedule D-4.6. 

Expected Dividend Yield = DJP, = DdP, * (l+g). 

Exhibit 
Rejoinder Schedule D-4.8 
Witness: Bourassa 

141 
Indicated 
cost of 
Equity 

k=Dw Yld + g 

Gals 2+3) 

9.1 Yo 

8.9% 

9 0% 

9.0% 



Line 
- No 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 

Utility Source, LLC 
Market Betas 

Comoany 
1 American States 
2. Aqua America 
3. California Water 
4. Connecticut Water 
5. Middlesex 
6. SJWCorp. 

Exhibit 
Rejoinder Schedule D4.9 
Witness: Bourassa 

Beta (0)' 
0.70 
0.70 
0.70 
0.65 
0.70 
0.85 

Average 0.72 

' Value Lne Investment Analyzer dfta (Aug 5,2013) 
Note Beta is a relative measureof the historical sensltivity of a stock's prce to overall fludualms 
in the New York Stodc Exchange Conposlte Index A Beta of 1 50 indicates a stock tends to rlse 
(or fall) 50% more than the New York Stock Exchange Composde Index The 'Beta coefficlenr IS 

derlved from a regression analysls of the relatlonshp b e k e n  weekly percent-agechanges In the 
prlce of a stock and wekly percengge chmges n the NYSE Idex  over a psiod of five years In 
the case d shorter prce histores a smaller tme perod is used but two years IS theminimum 
The Betas are adpsted fa their long-term tenden9 to converge tward 1 00 



Utility Source, LLC 
Forecasts of Long-Term Interest Rates 

Exhibit 
Rejoinder Schedule D4.10 
Witness: Bourassa 

Average 
- 2015 - 2016 Averaoe 

3.20% ' 4.10% 4.70% ' 4.40% 

3.20% ' 3.90% a 440% 4.20% 

Line 
No 
1 
2 
3 
4 Description 
5 
6 Blue Chip Consensus Forecasts' 
7 
8 Value Line' 
9 
10 Average 
11 
12 
13 
14 
15 
16 
17 

19 
20 
21 
22 
23 
24 

- 

' Federal Reserve Monthly Average30 Year U S Treasury 
June 2014 and September 2014 Blue Chp Finanaal Forecasts mnserws long-term forecast of 30 Year U 5 Treasury 
Value Lne Quarterv forecast, d a t d  August 22,2014, Lmg-termTreasuy 

i a  

4.30% 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 
21 
22 
23 
24 
25 
26 
27 
28 
29 
30 
31 
32 
30 
31 
32 
33 
34 
35 
36 
37 
38 
39 

- Month 
Feb 
Mar 
April 

June 
July 
Aug 
Sept 
Oct 
Nov 
Dec 201 3 
Jan 2014 
Feb 
Mar 
APr 
May 
June 
July 
Aug 

May 

Recommended 

Short-term Trends 
Recent Twelve Months Avg 
Recent Nine Months Avg 
Recent Six Months Avg 
Recent Three Months Avg 

Utility Source, LLC 
Computation of Current Market Risk Premium 

Expected 
Dividend Dividend 

Yield (DJPA' Yield (DJP,? + Growth (a)' 
2.01% 
2.01% 
1.98% 
2.01% 
2.14% 
2.02% 
2.14% 
2.10% 
2.00% 
1.99% 
1.93% 
2.01% 
2.01% 
2 01% 
1.98% 
2.01% 
1.98% 
2.05% 
2.01% 

2.01% 

2.01% 
2.00% 
2.01% 
2.01% 

2.21% 
2.20% 
2.16% 
2.20% 
2.34% 
2.21% 
2.34% 
2.30% 
2.19% 
2.18% 
2.11% 
2.21% 
2.20% 
2.20% 
2 16% 
2.20% 
2.16% 
2.24% 
2.20% 

2.20% 

2.20% 
2.19% 
2.19% 
2.20% 

+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 
+ 

+ 

+ 
+ 
+ 
+ 

9.83% 
9.83% 
9.33% 
9.50% 
9.50% 
9.50% 
9.50% 
9.50% 
9.50% 
9.50% 
9.50% 
9.83% 
9.50% 
9.50% 
9 50% 
9.42% 
9.33% 
9.50% 
9.50% 

9.44% 

9.51% 
9.51% 
9.46% 
9.44% 

Expected 
Market 

Return fk) 
12.04% 
12.04% 
11.49% 
11.70% 
11.84% 
11.71% 
11.84% 
11 .BO% 
11.69% 
11.68% 
11.61% 
12.04% 
11.70% 
11.70% 
11.66% 
11.62% 
11 50% 
11.74% 
11.70% 

11 65% 

11.70% 
11.70% 
11 65% 
11 65% 

Monthly Average 
30 Year 

Treasuw Rate' 
3.17% 
3.16% 
2.93% 
3.11% 
3.40% 
3.61% 
3.76% 
3.79% 
3.68% 
3.80% 
3.89% 
3.77% 
3.66% 
3.62% 
3.52% 
3.39% 
3.42% 
3.33% 
3.20% 

3.32% 

3.59% 
3.53% 
3.41% 
3.32% 

Exhibit 
Rejoinder Schedule D-4.11 
Witness: Bourassa 

Market 
Risk 

- - Premium (MRP) 
- 8.87% 
- 8.88% 
- 8.56% 
- 8.59% 
- 8.44% 
- 8.10% 
- 8.08% 
- 8.01% 
- 8.01% 
- 7.88% 
- 7.72% 
- 8.27% 
- 8.04% 
- 8.08% 
- 8.14% 
- 8.23% 
- 8.08% 
- 8.41% 
- 8.50% 

- 8.33% 

- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 
- 

- 

- - 8.11% 
- 8.16% 
- 8.24% 
- 8.33% 

- 
- 
- 

Notes: 
' Median Dividend Yield (DdP,) of dividend paying stocks. Data from Value Line Investment Analyzer Software Data (monthly) - Value Line 1700 Stocks 

Expected Dividend Yield (DJP,) equals current average dividend yield (DdP,) times one plus growth rate(g). 
Median of Projected EPS. Projected DPS Growth and Projected BV Growth for VL 1700 stocks. Data from Value Line lnvestmenl Analyzer Software. 
Monthly average 30 year US. Treasury. Federal Resewe. 



Line 
- No. 

1 
2 
3 
4 
5 
6 
7 
8 
9 
10 
11 
12 
13 
14 
15 
16 
17 
18 
19 
20 

Utility Source, LLC 
Traditional Capital Asset Pricing Model (CAPM) 

Exhibit 
Rejoinder Schedule D4.12 
Wltness: Bourassa 

Rf’ + betaL x R P ~  + = k 

Historical Market Risk Premium CAPM 4.30% + 0.72 X 6.70% ’ + = 9.1% 

Current Market Risk Premium CAPM 4.30% + 0.72 x 8.33% ‘ + = 10.3% 

Average 9.7% 

Median 9.7% 

1 Forecads of long term Ireawry wldn See Repuvler SchedulD 0-4 10 

2 Value Line lnveslmenl Ane ly2~  data Sea Reponder Schedule 04 9 

Historical Market Risk Premium from (Rp) MornngSta SBBl2014Classic Yearbmk Table 11-5 Lmg-Horeon ERP 1926-2013 
Computed using DCF consant gowih method todetermine curent market return onblue Lne 1700 Stocks 
and CAPM with betaof 1 0 to compute Current mrket Risk Premium (Rp) See Rejoinder Scheduk D-4 11 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP MEMOD 
Based on Duff and Phelps Risk Premium Study Data 

Exhibit 
Rejoinder Schedule D4.13 
Witness: Bourassa 

Measures of size 
(Millions) 

MV Book 5 Yr Avg Total 5 Yr Avg. 
p& Net Income Assets’ 

$ 1.191 $ 492 $ 1.517 $ 45 5 1,281 $ 141 
$ 4.195 $ 1,535 $ 5,663 $ 155 $ 4,859 $ 430 
$ 1,096 $ 598 $ 1,522 $ 42 $ 1.996 $ 146 
$ 359 $ 197 $ 534 $ 13 $ 579 $ 28 
$ 317 $ 189 $ 447 $ 14 $ 562 $ 39 
$ 544 $ 322 $ 879 $ 21 $ 1,087 $ 87 

NA $ 3 7  NA $ (02) $ 111  $ 0 4  

Companv Svmbol 
1 American States AWR 
2 Aqua Amenca WTR 
3 California Water CWT 
4 Connecticut Water CTWS 
5 Middlesex MSEX 
6 SJW Corp SJW 

Utility Source LLC Proforma 

’ From Zacks Investment Research data 
‘ From Zacks Investment Research From E-1 for subject utility 

Net income From Zacks investment Research and Company ACC reports 

Net Income Data 6 millions) 

American States AWR $ 627  $ 540 $ 459 $ 332 $ 295 $ 451 
Aqua Amenca WTR $ 2050 $ 1970 $ 1431 $ 1240 $ 1044 $ 1547 
California Water CWT $ 473 $ 490 $ 377  $ 377  $ 406 $ 424 
Connecticut Water CTWS $ 183 $ 140 $ 113 $ 9 8  $ 102 $ 127 
Middlesex MSEX $ 166 $ 140 $ 134 $ 143 $ 100 $ 137 
SJW corp SJW $ 2 3 5 $  2 2 0 $  2 0 9 s  2 4 4 s  1 5 2 s  212 

Utility Source LLC (0 15) (0 13) (0 19) (0 18) (0 15) $ (02) 

Net Income data for publicly traded water utilities from Zacks Investment Research andlor Yahoo Finance 

Companv &&I m m -  2011 2010 2009 

Earnings before Interest, Taxes Depreciation and Amortization (EBITDA) From Zacks Investment Research and Company ACC reports 

EBITDA Data (S millions1 

American States 
Aqua Amenca 
California Water 
Connecticut Water 
Middlesex 
SJW Corp 

&g m 2 0 1 2 2 0 1 1 2 0 1 0 2 0 0 9 A v e r a a e  
AWR $ 161 0 $ 1540 $ 1333 $ 1344 $ 1226 $ 141 1 
WTR $ 4243 $ 4390 $ 3978 $ 4732 $ 4152 $ 4299 
CWT $ 1550 $ 151 0 $ 1433 $ 1557 $ 1255 $ 1461 
CTWS $ 434 $ 300 $ 242 $ 225 $ 203 $ 281  
MSEX $ 421  $ 390  $ 346 $ 433 $ 346 $ 387  
SJW $ 914  $ 900 $ 871  $ 754 $ 935  I 875 

Utility Source, LLC $ (0.0) $ 0.0 $ (0.0) (0.01) 0.02 0 42 

EBITDA data for publicly traded water utilities from Zacks Investment Research andlor Yahoo Finance 
EBITDA data for subject utility from E-I andlor ACC reports 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP METHOD 
Based on Duff and Phelps Risk Premium Study Data 

MRP,, Estimates Using Duff 8 Phelps 2014 Valuation Handbook data (Unlevered) 
Assumes 100% Equity and 0% debt 
Data Smoothing wth Regression Analysis 
Smooihed Premium (RP,,.) = Constant + X Coefficients * Log(Re1event Metrlc) 

RPunre~eu~~ed RP,...m - w ~ ~ * I P d W R P m n ~ t  
Where p. = unlevered portfolio beta 

pd = debt beta, assumed to be 0.1 
Wd = percentage of debt in capital structure 
W. = percentage of equity in capital structure 
RP,we,4 = levered realized risk premium 

Constant 
X CoelWent(s) 

MV 
E q W  

(Table C-1) 

19 089% 
-3.233% 

Book 
Equity 

/Table C-2) 

16.048% 
-2.591% 

5YrAvg. 
MViC Net Income 

lTable C-4) {Table C3) 

19.463% 13.763% 
-3.243% -2.623% 

Total 
Assets 

{Table C-51 

18 027% 
-2 851% 

1 Amencan States 
2 Aqua America 
3 California Water 
4 Connecticut Water 
5 Middlesex 
6 SJW Corp 

Average (unlevered) 

Utility Source LLC 

MV 
Svmbol 
AWR 9 14% 
W T R  7 38% 
CWl 9 26% 

CTWS 10 83% 
MSEX 11 00% 
SJW 10 24% 

9 64% 

NA 

Book 

9.07% 
7 79% 
8.85% 
10 10% 
10 15% 
9 55% 

9 25% 

14 57% 

9 14% 949% 
1062% 1087% 
1087% 1078% 
992% 1028% 

950% 981% 

NA NMF 

Total 
Assets 
9.17% 
7.52% 
8.62% 
10.15% 
10.19% 
9 37% 

9.17% 

15.04% 

Exhibit 
Rejoinder Schedule D4.14 
Witness: Bourassa 

5 Yr Avg 
EBITDA 

(Table C-61 

15 308% 
-2.736% 

5 Yr Avg. 
E B l T D A m  
9.43% 923% 
8.10% 7 68% 
939% 9 13% 
11 35% 1065% 
IO%% 1066% 
1000% 989% 

9 a7q0 9 54% 

1834% 1532% 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP METHOD 
Based on Duff and Phelps Risk Premium Study Data 

Unlevered Portfilio Beta 
(from 2014 Duff 8 Phelps Valuation Handbook . Table C) 

ComDanv 
1 American States 
2 Aqua America 
3 California Water 
4 Connecticut Water 
5 Middlesex 
6 SJW Cop 

Average 

Utility Source, LLC 

AWR 
WTR 
CWT 

CTWS 
MSEX 
SJW 

Exhibit 
Rejoinder Schedule D-4.15 
Witness: Bourassa 

Unlevered Portfolio Beta (p.) 

0 94 096 095 095 0 97 0 95 0 95 
0 87 0 89 086 088 0 83 0 82 086 
0 98 096 095 095 094 096 096 
O S 3  0 98 097 097 0 99 1 03 0 98 
096 100 098 097 099 0 99 0 98 
098 098 098 099 0 97 0 95 098 

0 95 096 095 095 0 95 0 95 0 95 

NA 098 NA 101 1 05 1 03 1 02 

{Table C-11 (Table C2I (Table C41 iTable C-31 (Table C-5) (Table C6) 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP METHOD 
Based on Duff and Phelps Risk Premium Study Data 

MRP Estimates Using Duff 8 Phelps 2014 Valuation Handbook data (Relevered) 
Relevered Realized Risk Premium 
Rpw.v-e.i = RPwiev=m + WdW**(BuBa)'RPnww 
Where p. = unlevered porlfolio beta 

pa = debt beta, assumed to be 0.1 
W, = percentage of debt in capital structure 
W. = percentage of equity in capital structure 
RPunlmed = unlevered realized risk premium from Table 2 
RP,,., = general equity risk premium for the market since 1963. 

Compal?v 
1 Amencan Stales 
2 Aqua America 
3 California Water 
4 Connecticut Water 
5 Middlesex 
6 SJW Corp 

Average MRP (Relevered) 

Utility Source LLC 

AWR 274% 
WTR 350% 
CWT 389% 

MSEX 409% 
SJW 61 5% 

42 '26% 

0 00% 

CTWS 487% 

Exhibit 
Rejoinder Schedule D4.16 
Witness: Bourassa 

MV 
&I& 

10.27% 
8.70% 
10 94% 
12 88% 
12.72% 
12 90% 

11  40% 

NA 

MRP,. (Relevered) 
Book 5 Yr Avg. 
&&$y MVlC Netlncorne 
10.22% 1029% 10.57% 
9.15% 8.60% 9.36% 
10.49% 10.76% 11.11% 
12.20% 12.69% 12.94% 
11 95% 12 63% 12 53% 
12.20% 12 57% 12.97% 

11 04% 1 1  26% 11.58% 

1457% NA NMF 

Total 
Assets 
10.33% 
8 77% 
10 22% 
12 27% 
11.97% 
11 99% 

10.93% 

15 04% 

5 Yr Avg 

10.57% 
9 MY0 
11 02% 
13.58% 
12.75% 
12 53% 

11 63% 

16.34% 

Averaqe 
10.37% 
8.98% 
10 761 
12.76Yo 
12.42% 
12 53% 

11 31% 

15 32% 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILDUP METHOD 
Based on Duff and Phelps Risk Premium Study Data 

Equity Risk Premium Adiustment and Other meterics used in Build-uD Method 

[I] Estimate of Current Market Risk Premium (RPm,ke,) 
[2] Risk Premium Assumed in Duff8 Phelps Study (19632013)' 
[3] Equity Risk Premium Adjustment ([l] - [2]) 
[4] Average MRP (relevered) for publicly traded water companies (from Relolnder Schedule 0 4  16) 
[5) MRP (relevered) for publicly traded water companies (RP,.) (131 + [4]) 

[6] Equity Risk Premium Adjustment ([3]) 
[7] Average MRP (reievered) for subject utility company (from Table 0-4 16) 
(81 MRP (relevered) for subject utility company (RP,,) ([6] + [7]) 

[SI Industry Risk Premium (From Duff & Phelps for SIC 494 Water Supply Industry Exhbit 57) 
[ lo ]  Adjustment Factor to Industry Risk Premium ([2] I 6  %%'I 
[Ill Adjusted Industry Risk Premium (R,) ([9] x [lo]) 

I121 Risk Free Rate (R,)2 

' From Duff & Phelps 2014 Valuation Handbook 
'Yield on 20 Yr U S Treasury September 30, 2014 (Federal Reserve) 

Exhibit 
Rejoinder Schedule D.4.17 
Witness Bourassa 

5.00% e<< Current Duff and Phdps recommendaion 
4 90% 
0.10% 

11 31% 
11.41% 

0 10% 
15 32% 
15 42% 

-4.24% 
0.7184 
-3.05% 

2,9890 



Utility Source, LLC 
COST OF EQUITY (COE) USING RISK PREMIUM BUILD-UP METHOD 
Based on Duff and Phelps Risk Premium Study Data 

Cost of Equity ICOE) Estimate usinQ Build-up Method 

E(R) = RI + RP,, + RP, + RP. 
Where: 

E(R) = Expected (indicated) rate of return 
Rf = Risk-free rate of return. See Rejoinder Schedule D4.17. 
RPm+s = Market risk premium including size premium. See Rejoinder Schedule D-4.16. 
RPi = Industry risk premium (adjusted). See Rejoinder Schedule D-4-17. 
RP, = Company-specific risk premium R, = 

RP,. = 
RP, = 
RP. = 

COmPany 
1 American States 
2 Aqua America 
3 California Water 
4 Connecticut Water 
5 Middlesex 
6 SJW Corp 

Average COE estimate 
Median COE Estimate 

Utility Source, LLC 

Svmbol 
AWR 
WTR 
CWT 
CTWS 
MSEX 
SJW 

Exhibit 
Rejoinder Schedule D4.18 
Witness: Bourassa 

Sample 
Publicly Traded 

Water 
Utilities Utilitv Source, LLC 
2 98% 2 98% 
See Sched 13-4 16 

-3 05% -3 05% 
0 00% 0 00% 

MV Book 

1030% 1026% 
8.73% 9.18% 
10.97% 1052% 
12.91% 1223% 
12.76% 11.98% 
12.93% 12.24% 

11.44% 11 07% 
11 87% 11.25% 

NA 14.60% 

m m  
Indicated COE E(R,) 

5 Yr Avg Total 
Netlncome && 

10.32% 10.60% 1037% 
8.63% 9.39% 8.80% 
10.80% 11.15% 10.25% 
12.73% 12.96% 12.31% 
12.66% 12.56% 12.00% 
12.60% 13 00% 12.03% 

11.29% 11.61% 10.96% 
11.70% 11 85% 11.19% 

NA NMF 1508% 

5 Yr Avg. 
EBlTDA 
10.80% 
9.37% 
l I . f f i%  
13.60% 
12 78% 
12.59% 

11.67% 
11.83% 

16.37% 

AYeraae 
10.41% 
9.02% 
10.79% 
12.79% 
12.46% 
12 57% 

11.34% 
11 63% 

15.35% 
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New Reaulatorv Finance 
~ - 

TABLE 15-1 
EFFECT OF MARKET-TO-BOOK RATIO ON MARKET RETURN 

1 Initial purchase price 
2 Initial book value 
3 Initial M/B 
4 DCF Return 10% = 5% + 5% 
5 Dollar Return 
6 Dollar Dividends 5% Yield 
7 Dollar GroWh 5% Growth 
8 Market Return 

Situation 1 

$25.00 
$50.00 

0.50 
10.00% 
$5.00 
$1.25 
$3.75 
20.00% 

Situation 2 

$50.00 
$50.00 

1 .oo 
10.00~0 
$5.00 
$2.50 
$2.50 
10.00% 

Situation 3 

$100.00 
$50.00 

2.00 
10.00% 
$5.00 
$5.00 
$0.00 
5.00% 

But what if investors expect an increase irl the price/eamings ratio from 12.5 
to 13.5? Then, the growth in value is from $100 to $114.48, or 13.5 times 
next year’s earnings of $8.48, for a total return of 18.5% (dividend yield of 
4%, plus growth in value of 14.5%). The orthodox DCF model would indicate 
returns of lo%, whereas the investors’ true expected return is 18.5%. Investor- 
expected returns are substantially understated whenever investors anticipate 
increases in relative market valuation, and conversely. 

The third and perhaps most important reason for caution and skepticism is 
that application of the DCF model produces estimates of common equity cost 
that are consistent with investors’ expected return only when stock price and 
book value are reasonably similar, that is, when the M/B is close to unity. 
As shown below, application of the standard DCF model to utility stocks 
understates the investor’s expected return when the market-to-book (M/B) 
ratio of a given stock exceeds unity. This was particularly relevant in the 
capital market environment of the 1990s and 2000s where utility stocks were 
trading at M/B ratios well above unity and have been for nearly two decades. 
The converse is also true, that is, the DCF model overstates the investor’s 
return when the stock‘s M/B ratio is less than unity. The reason for the 
distortion is that the DCF market return is applied to a book value rate base 
by the regulator, that is, a utility’s earnings are limited to earnings on a book 
value rate base. 

Thesimple numerical illustration shown in Table 15-1 demonstrates the impact 
of M/B ratios on the DCF market return. The example shows the result of 
applying a market value cost rate to book value rate base under three different 
M/B scenarios. The three columns correspond to three M/B situations: the 
stock trades below, equal to, and above book value, respectively. The latter 
situation is noteworthy and representative of the capital market environment 
of the last two decades. As shown in the third column, the DCF cost rate of 
lo%, made up of a 5% dividend yield and a 5% growth rate, is applied to 
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Equity and the small-stock effect 

Pg. 42 

Annin, Michael 
Public Utilities Fortnightly; Oct 15, 1995; 133, 19; ABI/INFORM Global 

Equity and the Small-Stock Effect 
The capital 

asset pricing 

model shows 
risk inherent 

in return on 

equity. But 

something 

goes wrong 

when it’s 

used for 

smalbized 

companies. 

oes the size of a company affect 
the rate of return it should earn? 
If smaller companies should earn 
a higher return than larger firms, 
then small utilities, because of 

their size, should be allowed to adjust the 
rates they charge to customers. 

By far the most notable and well- 
documented apparent anomaly in the 
stock market is the effect of company size 
on equity returns. The first study focusing 
on the impact that company size exerts on 
security returns was performed by Rolf 
W Banz. Banz sorted New York Stock Ex- 
change (NYSE) stocks into quintiies based 
on their market capitalization (price per 
share times number of shares outstand- 
ing), and calculated total returns for a 
value-weighted portfolio of the stocks in 
each quintile. His results indicate that re- 
turns for companies from the smallest 
quintile surpassed all other quintiles, as 
well as the Standard & Poor’s 500 and 
other large stock indices. A number of 
other researchers have replicated Banz‘s 
work in other countries; nevertheless, a 
consensus has not yet been formed on 
why small stocks behave as they do. 

One explanation for the higher re- 
turns is the lack of information on small 

companies. Investors must search more 
diligently for data. For small utilities, in- 
vestors face additional obstacles, such as a 
smaller customer base, limited financial 
resources, and a lack of diversification 
across customers, energy sources, and ge- 
ography. These obstacles imply a higher 
investor return. 

The Flaw in CAPM 
One of the more common cost of eq- 

uity models used in practice today is the 
capital asset pricing model (CAPM). The 
CAPM describes the expected return on 
any company’s stock as proportional to 
the amount of systematic risk an investor 
assumes. The traditional CAPM formula 
can be stated as: 

where: 
R, = expected return or cost of 

equity on the stock of 
company “s” 

p = the beraof the stockof 
company “s” 

RP = the expected equity risk 
premium 

R, = expected return on a riskless 
asset. 

R, = fa, x PI + f$ 

Decile 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 

Befa 

0.90 
1.04 
1.09 
1.13 
1.17 
1.19 
1.24 
1.29 
1.36 
1.47 

ArwHne(ic 
Mean 
Rehnn 

11.01% 
13.09 
13.83 
14.44 
15.50 
15.45 
15.92 
16.84 
17.83 
21.98 

5.88% 
7.97 
8.71 
9.32 

10.38 
10.33 
10.79 
11.72 
12.71 
1 6.86 

6.33% 
7.34 
7.70 
7.98 
8.22 
8.38 
8.75 
9.05 
9.57 

10.33 

StreRwnium 
(Rehmh 

E X l X S S C W  

4.44% 
0.63 
1.01 
1.33 
2.16 
1.95 
2.05 
2.67 
3.14 
6.53 
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CAPM With 
CAPM SiZeRwnhm 

90th Percentile 16.42% 18.92% 
75th Percentile 1256% 14.72% 
Median 1o.m 12.58% 
25th Percentile 9.86% 11.3996 
10th Percentile 8.W 10.65% 

Industry Composite 11.76% 12.33% 
Large Company 

Composite 12.05% 12.07% 
Small Company 

Composite 13.93% 17.95% 

Table 1 shows betn and risk premiums 
past 69 years for each decile of the NYSE. 
that a hypothetical risk premium calculated under 
the CAPM fails to match the actual risk premium, 
shown by actual market returns. The s 
CAPM return rises as company size d 
gesting a need to revise the CAPM. 

The risk premium component in the actual re- 
turns (realized equity risk premium) is the return 
that compensates investors for talung on risk equal to 
the risk of the market as a whole (estimated by the 
69-year arithmetic mean return on large company 
stocks, 12.2 percent, less the historical riskless rate). 
The risk premium in the C U M  returns is beta multi- 
pbed by the realized equity risk premium. 

The smaller deciles show returns not hlly ex- 
plainable by the CAPM. 'I'he difference in risk premi- 
ums (realized versus CAPM) grows larger as one 
moves from the largest companies in decile 1 to the 
smallest in decile 10. The difference is especially pro- 
nounced for deciles 9 and 10, which contain the 

d on this analysis, we 
o include a small-stoc 

the CAPM 
ium. The 

modified CAPM formula can be stated as follows: 

where: 
R, = [p, x RP] + Rj + SP 

SP = small-stock premium. 
Because the small-stock premium can be identi- 

fied by company size, the appropriate premium to 
add for any particular company will depend on its 
equity capitalization. For instance, a utility with a 
market capitalization of $1 billion would require a 
small capitalization adjustment of approximately 1.3 
percent over the traditional CAPM; at 5400 million, 
approximately 2.1 percent, and at only $100 million, 
approximately 4 percent. 

Again, these additions to the traditional CAPM 
represent an adjustment over and above any in- 
crease already provided to these smaller companies 
by having higher betas. 

Implications for Smaller Utilities 
These findings carry important ramifications for 

relatively small public utilities. Boosting the tradi- 
tional CAPM return by a full 400 basis points for 
small utilities translates into a substantial premium 
Over larger utilities. 

Table 2 shows the results of an analysis of 202 
utility companies that calculated cost of equity 
figures. Composites (arithmetic means) weighted by 
equity capitalization were also calculated for the 
largest and smallest 20 companies. The results show 
the impact on cost of equity. 

For the nal CAF'M, the large-company 
composite shows a cost of equity of 12.05 percent; 
the small company composite, 13.93 percent. How- 
ever, once the respective small capitalization pre- 
mium is added in, the spread increases dramatically, 
to 12.07 and 17.95 percent, respectively. Clearly, the 
smaller the utility (in terms of equity capitahation), 
the larger the impact that size exerts on the expected 
return of that security. V 

Michael Annin, CFA, is a senior consultant with lbbofson 
Associates, specializing in business valuation and cost of 
capital analysis. He oversees the Cost of Capital Quar- 
terly, a reference work on using cost of capital for company 
valuations. 
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Steve Wene, No. 0 19630 
MOYES SELLERS & HENDFUCKS LTD. 
1850 N. Central Avenue, Suite 1 100 
Phoenix, Arizona 85004 

swenealaw-rnsh.com 
Attorneys for Utility Source, L.L.C. 

(602)-604-2 1 89 

BEFORE THE ARIZONA CORPORATION COMMISSION 

COMMISSIONERS 
BOB STUMP, CHAIRMAN 
GARY PIERCE 
BOB BURNS 
SUSAN BITTER SMITH 
BRENDA BURNS 

IN THE MATTER OF THE APPLICATION 
OF UTILITY SOURCE, LLC, AN 
ARIZONA CORPORATION, FOR A 
DETERMINATION OF THE FAIR VALUE 
OF ITS UTILITY PLANTS AND 
PROPERTY AND FOR INCREASES IN 
ITS WATER AND WASTEWATER RATES 
AND CHARGES FOR UTILITY SERVICE 
BASED THEREON. 

DOCKET NO: WS-04235A-13-033 1 

REJOINDER TESTIMONY 
OF LONNIE McCLEVE 

Q* 

A. 

Q* 
4. 

Q- 

4. 

Q. 

4. 

Please state your name and your role in this matter. 

Lonnie McCleve. I am an owner of Utility Source, LLC (“Company”). 

Have you filed testimony in this case previously? 

Yes. 

Has your testimony changed significantly? 

No, and I adopt my earlier testimony herein. 

What is the purpose of your rejoinder testimony? 

I am commenting on the non-financial issues raised by Staff and the intervenors in 

1 
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their surrebuttal testimony. 

Q. 

the enclosure around Well 2 and install a functioning gate. 

Please comment on the surrebuttal testimony of Staffs engineer regarding 

A. 

enclosure, whether that is a fence or a wall, provided it meets all of the regulatory 

We seem to agree that the Company should be able to construct a cost-effective 

requirements. Knowing that permitting may be required, which often takes quite some 

time for approval, the Company believes the deadline for filing proof of construction 

should be at least 120 days. 

Q. 

A. 

Q. 

A. 

Does the Company agree with Staffs recommendation regarding BMPs? 

No. The Company maintains its position on BMPs. 

Regarding Deep Well 4, does the Company agree with this recommendation? 

In surrebuttal, Staff explained that it wants the Commission to prohibit Utility 

Source from selling the well at a profit and then requiring a developer to drill another 

well. There is no basis for this concern. Again, the Company has no intention of selling 

Deep Well 4. This well was drilled to serve Flagstaff Meadows 111. The Company hopes 

that development occurs and Deep Well 4 is needed to meet the increased water demand. 

Q. Does the Company agree with Staffs position in surrebuttal regarding a 

developer paying for a new well? 

A. 

developer to pay for the construction of a new well if another well is reasonably 

necessary to meet water demand. This is consistent with the Company’s position. 

Q. 

I believe so. Staffs surrebuttal essentially states that the Company can require a 

Does the Company agree with Staffs position in surrebuttal regarding fire 
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protection and water pressure? 

A. 

demand events, including the demand of the standpipe. Staff bases this recommendation 

on the fact that between 20 1 1 and 20 13, there were a few instances when pressure was 

not sufficient for fire flow. But the mechanical repairs to the pressure pump have been 

made, which was confirmed by the local fire chief. Admittedly, when a power outage 

occurs, the pressure pump will not work. The Company does not think an engineering 

report is necessary. 

No. Staff wants an engineering report on fire flow pressure during high water 

Nevertheless, if Staff would agree to increase the monthly minimum rates to cove] 

the cost for the engineering report, then the Company would not oppose the 

recommendation. The Company does not know at this time how much such a report 

would cost because it does not know what Staff wants included in the report. 

Q. 

built. 

4. 

mject. The Company was selling bulk water from a fire hydrant primarily to contractor 

md commercial users. Coconino County staff approached the Company and said it 

would no longer allow the Company to operate in this manner and would need to build a 

oading station. Put another way, the Company built the new load station to comply with 

he County rules. 

Discuss Staffs testimony regarding the standpipe that the Company has 

As stated previously, my partner, Gary Bulechek, was the point person on this 

During this time, the Company was earning approximately $3,500 a year from 

Iulk water sales through the hydrant. The Company had no intention of making this an 
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expensive building project. But by the time the Company hired an engineer, followed his 

advice, and then had to make multiple improvements demanded by the County, we had 

spent around $50,000 and the project was still not complete. Gary and I decided it made 

economic sense to finish the project so that the costs expended could be recovered over 

time, As far as revenues, the Company believes it will generate more revenue than the 

$3,500 a year gained from sales through the fire hydrant. How much more is anyone’s 

guess. 

Q. Please comment on Staffs position relating to the new standpipe operations. 

A. First, Staff argues that the Company is “downplaying” the financial impact of the 

standpipe operation. This is not true. However, the Company does not know how much 

revenue the standpipe will generate. Further, without any support, Staff claims that all of 

the revenue from the standpipe operation will flow directly to the owners. This is pure 

speculation and not even contemplated. The revenues will be treated like all other 

revenues and will be used to pay the expenses of running the Company. 

Q. 

A. 

Q. 

health by selling bulk water through a fire hydrant. Is this true? 

A. No. The water being sold was drinking water, sold for construction purposes. I 

understand this is a common practice throughout Arizona. However, Coconino County 

requires a standpipe for such water sales. 

Q. 

When should the Company need to file another rate case? 

The Company has not changed its position. 

In his testimony, Nielsen implied that the Company was endangering public 

Nielsen further claims that the Company built the fill station without ACC 
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permission, is that true? 

A. Yes, because ACC permission was not necessary. 

Q. Please comment on Nielsen’s surrebuttal testimony relating to the ownership 

of the fire hydrants, wells, and other plant and records relating to the time when thc 

utilities were operated by the property owners’ association. 

A. 

litigated by Staff, and resolved by previous Commission decisions. To be clear, the 

Company owns the fire hydrants, the wells, and all of the plant included in its rate base. 

Admittedly, the Company did need to update the Arizona Department of Water 

Resources’ well registry to show the Company owned the wells, which it has done. See 

mclosures. 

Nielsen is raising issues that have been established by the Company, reviewed anc 

As for the property owners’ association records, those documents were turned ove 

;o the property owners’ association approximately seven years ago. Apparently, Nielsen 

1s attempting to establish that the property owners’ association paid for the construction 

3f the utilities, which is not true. In the previous rate case, the rate base for the Company 

rlias established and any contributions were identified at that time. 

Q. 

9. 

ntentionally held Deep Well 4 out of rate base for the sake of its customers. The 

Zompany intends to bring Deep Well 4 into service soon. This will help alleviate any 

:oncerns about the Company’s ability to meet peak demands and redundancy. 

2. 

Please explain what the Company intends to do with Deep Well 4. 

Deep Well 4 was constructed to serve Flagstaff Meadows 111. The Company 

Please explain the Company’s office situation. 
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A. When the Company was first established, the office was in my personal home. 

The Company paid the electric bill in lieu of rent. This was not a desirable situation, 

especially as the need for more space grew. While I still have an office in my home, we 

moved most of the operations to its current office site at 20525 E. Chandler Height in 

Queen Creek. This office was acquired as part of a development known as The Pecans. 

Through my business holdings, I am the declarant who controls the office. 

This office is situated at the entrance of The Pecans subdivisions, so there is 

signage about lot sales, realtors, and other postings one would expect to see at a 

community gate house. Nonetheless, the Company uses the building to conduct business 

I also use this address to receive my business mail, rather than having it come to my 

home address. Moreover, as explained in responses to data requests, we do allow broker: 

to use the conference room and meet potential buyers at the gate house office. The only 

expense Utility Source has for the use of this office is that it continues to pay the utility 

bill at my personal home, which is less than the Company would pay for renting office 

space and paying its utilities. 

Q. Please comment on Mary Ann Parry’s role with the Company. 

A. She works full-time for the Company. Nielsen’s claim that performing the office 

management for two regulated utilities can be done on a part-time basis is simply wrong. 

Her salary is reasonable for the work she performs. 

Q. 

Mrs. Parry’s salary, phone service, copiers, office supplies, power bills, and auto 

expense? 

What is your opinion regarding Nielsen’s proposed adjustments relating to 
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A. 

believe Neilsen’s adjustments are off-base. Nielsen is basing these adjustments on his 

opinion and conjecture. 

The Company’s expert Mr. Bourassa presents the Company’s position, but I 

Q. 

A. 

Does this conclude your rejoinder testimony? 

Yes. 
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Arizona Department of Water Resources 
P 0 Box 36020 Phoenix, Arizona 85067-6020 
(602) 771 -8527 - www azwater gov 

Receipt For Request to 
Change Well Ownership 

Authorityforfee A R S  §45-113andA.AC.  R12-15-104 

Pursuant to Arizona Revised Statutes (A R S ) 45-593(C), the person 

Keep this for your records 

. ,  
to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate. 

[FEE $30.00 per WELq 

New Well Owner 
I - I  Y i N i  OF COMI'ANY ORGt~Nl ihT lON OK INDIVIDLJAL 

UTILITY SOURCE, LLC 

20520 E. Chandler Heights Road 
MAll  ING ADDf3E.S 

CITY /STATE /ZIP 

QUEEN CREEK, AZ 85142- 
CONTACT PERSON NAME AND TITLE 

TELEPHONE NUMBER FAX 

(480) 540-5656 
WELL ADDRESS 

WELL CITY 

MAJOR CROSS ROADS 

FMAIL 

lonniemccleve@me corn 

1 By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well. 1 

I I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. I 
r K C t - H K f " t i "  I RACHEL BARRY 

V X l t  

10/23/2014 

Reference DWR-2589 
Amount $30.00 
Date 10/23/2014 

A I<eqiic.\t IO C'hunge Well Information Form must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn from the well or a change in the county tax assessor's parcel identification number for the land where the 
well is located. It is the responsibility of the well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at <httpd/www.azwater.gov>. 

D W R  55-71A (Revised 8/11) 



Arizona Department of Water Resources 
P 0 Box 36020 Phoenix, Arizona 85067-6020 
(602) 771 -8527 - www azwater gov 

Authority for fee A R S 5 45-1 13 and A A C R12-15-104 

Pursuant to Arizona Revised Statutes (A R S ) 45-593(C), the person 
to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate 

Receipt For Request to 
Change Well Ownership 

I FEE $30.00 per WELL] 

UTILITY SOURCE. LLC I 
MAILING ADDRESS 

20520 E. CHANDLER HEIGHTS ROAD 
CITY /STATE /ZIP 

QUEEN CREEK, AZ 85142- 
CONTACT PERSON NAME AND TITLE 

TELtPHONt NUMBER FAX 

(480) 540-5656 
W:l ! 4IlDKFSS 
__ 

MAJOR CROSS ROADS 

EMAIL 

Ionniemccleve@me corn 

By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well. 

~ ~~ I I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 
PREPAREDBY DATE 

RACHEL BARRY 1 0124120 14 

Reference DWR-2590 
Amount $30.00 
Date 1 0/24/20 1 4 

A Reyuc,\t to Change Well Informuiron Fern? must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn from the well or a change in the county tax assessor's parcel identification number for the land where the 
well is located. It is the responsibility of the well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at <httpj'/www.azwater.gov>. 

DWR 55-71A (Revised 8/11) 
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Arizona Department of Water Resources 
P.O. Box 36020 Phoenix, Arizona 85067-6020 
(602) 771-8527 - www.azwater.gov 

Receipt For Request to 
Change Well Ownership 

to whom a well IS registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownershlp of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate 

FEE $30.00 per WEL 

20520 E. CHANDLER HEIGHTS ROAD 
CITY /STATE /Z IP 

QUEEN CREEK, AZ 85 142- 
CONTACT PERSON NAME AND TITLE 

I(480) 540-5656 I 
WELL ADDRESS 

WELL CITY 

MAJOR CROSS ROADS 

EMAIL 

lonniemccleve@me.com 

~~ I r] By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
j taking water level measurements at this well. 
L- 

I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 
PREPAREDBY DATE 

I RACHEL BARRY 10124/2014 I 

Reference 
Amount 
Date 

DWR-2591 
$30.00 

1 0/24/2014 

A Request to Change Well Infornzation Form must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn from the well or a change in the county tax assessor’s parcel identification number for the land where the 
ucll is located. It is the responsibility of the  well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources offke or online at <http://www.azwater.gov>. 

DWR 55-71A (Revised 811 1)  

http://www.azwater.gov
mailto:lonniemccleve@me.com
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Arizona Department of Water Resources 

(602) 771 -8527 - www azwater gov 
P 0 Box 36020 Phoenix, Arizona 85067-6020 

RANGk (Em SECTION 16OACRE 40ACRE lOACRE BOOK MAP PARCEL 

5E 36 sw sw SE 

Receipt For Request to 
Change Well Ownership 

TELEPHONE N U M E R  

(480) 540-5656 

Pursuant to Arizona Revised Statutes (A R S ) 45-593(C), the person 

FAX 

to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate 

I FEE $30.00 per WELL/ 

MAILING ADDRESS 

20520 E. CHANDLER HEIGHTS ROAD 
CITY / STATE / L I P  

QUEEN CREEK, AZ 85142- 
CONTACT PERSON NAME AND TITLE 

WELL CITY 

MAJOR CROSS ROADS 

E M A I  

Io ti n I e m ccl eve @, m e co m 

By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well. 

1 I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 
PREPAREDBY DATE 

RACHEL BARRY 10/24/2014 

DWR-2595 Reference 
Amount $30.00 
Date 1 0/24/2014 

A Request to Chunge Well Infornzution Form must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn from the well or a change in the county tax assessor's parcel identification number for the land where the 
well is located. It is the responsibility of the well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at <httpj'/www.azwater.gov>. 

DWR 55-71A (Revised 8/11) 



Arizona Department of Water Resources 
P 0 Box 36020 Phoenix, Arizona 85067-6020 
(602) 771 -8527 - www azwater gov 

Receipt For Request to 
Change Well Ownership 

, 
Authority for fee A R S § 45-1 13 and A A C R12 

Pursuant to Arizona Revised Statutes (A R S ) 45-593( 
to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate. 

[FEE $30.00 per WELd 

New Well Owner 

UTI Ll TY SOURCE, LLC 

20520 E CHANDLER HEIGHTS ROAD 

FULL NAME OF COMPANY ORGANIZATION OR INDIVIDUAL 

- 
MAILING ADDRESS 

L '  Y I hlhl t I LIP 

QUEEN CREEK, AZ 85142- 
CONTACT PERSON NAME AND TITLE 

I t L t t ' W U l N t  IUUMmK 

(480) 540-5656 
WELL ADDRESS 

W L L  CITY 

MAJOR CROSS ROADS I 

EMAIL 

lonniemccleve@me.com 

By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well 

I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 
PREPAREDBY DATE 

I RACHEL BARRY 10/24/2014 I 

Reference DWR-2596 
Amount $30.00 
Date 1 0/24/20 1 4 

A 1ieque.si to C ' h i r ~ g e  I.ti,ll I n f o r m u t / o ~  F o m i  must be filed if there has been a change in the recorded information on 
a well alrcad) in existence. 'l'his may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn Vrom the well or a change in the county tax assessor's parcel identification number for the land where the 
well is located. It is the responsibility of the well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at  <http://www.azwater.gov>. 

DWR 55-71A (Revised 8/11) 

mailto:lonniemccleve@me.com
http://www.azwater.gov


Arizona Department of Water Resources 
P 0 Box 36020 Phoenix, Arizona 85067-6020 
(602) 771-8527 - www azwater gov 

1 - i  I t l ’ l I P h F  N I J M F R  ’ (480) 540-5656 

Authority for fee: A.R S. 9 45-1 13 and A.A.C. R12-15-104 

Pursuant to Arizona Revised Statutes (A R S ) 45-593(C), the person 
to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
4DWR to keep its well registration records current and accurate 

FAX 

Receipt For Request to 
Change Well Ownership 

I FEE $30.00 per WELq 

MAJOR CROSS ROADS 

EMAIL 

lonniemccleve@me.com 

By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well. -- 

I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 
PREPAREDBY DATE 

I RACHEL BARRY 10/24/2014 I 

Reference D W R -2 5 94 
Amount $30.00 
Date 1 0/24/20 1 4 

A Request to Change We11 Information Form must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
u ithdrawn from the well or a change in the county tax assessor’s parcel identification number for the land where the 
well is located. It is the responsibility of the well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at <http:llwww.azwater.gov>. 

DWR 55-71A (Revised S i l l )  

mailto:lonniemccleve@me.com
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I I 

Arizona Department of Water Resources 
P.O. Box 36020 Phoenix, Arizona 85067-6020 
(602) 771 -8527 - www.azwater.gov 

Receipt For Request to 
Change Well Ownership 

to whom a well is registered must notify Arizona Department of Water 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 
ADWR to keep its well registration records current and accurate 

FEE $30.00 per WEL 

MAILING ADDRESS 

20520 E. CHANDLER HEIGHTS ROAD 
CITY / STATF 'Z IP  

QUEEN CREEK, AZ 85142- 
C O N l A C l  PERSON NAME AND TITLE 

(480) 540-5656 
WELL ADDRESS 

MAJOR CROSS ROADS I 
lonniemccleve@me.com 

By checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
taking water level measurements at this well. 

I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 

RAC H ELBARRY 10/24/2014 
PREPAREDBY DATE 

Reference DWR-2593 
Amount $30.00 
Date 1 0/24/20 1 4 

A Request to Chunge Well Information Fovm must be filed if there has been a change in the recorded information on 
a well already in existence. This may include more accurate information on the location of the well, more accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
\vithdra\vn from the well or a change in the county tax assessor's parcel identification number for the land where the 
w e l l  is located. It is the responsibility ofthe well owner to submit this information to ADWR. Forms may be obtained 
at the Arizona Department of Water Resources office or online at <http:iiww\v.azwater.jiov>. 

DWR 55-71A (Revised 811 1 )  

http://www.azwater.gov
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Arizona Department of Water Resources 
P 0 Box 36020 Phoenix, Arizona 85067-6020 
(602) 771-8527 - www.azwater.gov 

40 ACRE 10ACRE BOOK MAP PARCEL 

sw sw 203 47 003A 

Receipt For Request to 
Change Well Ownership 

to whom a well is registered must notify Arizona Department of Water , 
Resources of Water Resources (ADWR) of a change in ownership of 
the well and the new owner must furnish information as required by 

I FEE $30.00 per WELq 

ADWR to keep its well registration records current and accurate 

1 20520 E. CHANDLER HEIGHTS ROAD 

[QUEEN CREEK, AZ 85142- 
CITY / S l A l E  /Z IP 

TELEPHONE NUMBER I FAX 

(480) 540-5656 
W E L L  ADDRESS 

WELL CITY 

MAJOR CROSS ROADS 

EMAIL 

lonniemccleve@me com 

I I iz] By ,checking this box, I hereby provide ADWR permission to enter the property for the purpose of 
i taking water level measurements at this well. 

I HEREBY CERTIFY that the above statements are true to the best of my knowledge and belief. 

RACHEL BARRY 10/24/2014 
PREPAREDBY DATE 

Ref e re n ce DWR-2592 
Amount $30.00 
Date 1 0/24/20 1 4 

A Kequesr io C'hunge Well In for imf ion  Form must be filed if there has been a change in the recorded information on 
ii \vcll already in existence. This may include more accurate information on the location of the well, mare accurate 
information on the well construction details for the well, a change in the place of use or purpose of use of the water 
withdrawn from the well or a change in the county tax assessor's parcel identification number fo,r the land where the 
wcll is located. It is the responsibility of the  well owner to submit this information to ADWR. 'r~or;?is may be obtained 
at the Arizona Department of Water Resources office or online at <http:liww~i,.azwater.~ov=,. 

D W R  55-71A (Revised 8/11) 
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